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BARBER is Ready to Design and Make 
The Correct Gas Burner for Any Appliance 


We design, test, and build the proper gas burner unit for 
the exact requirements of any particular appliance. The shape, 
size, type of jets, and capacity are always those best suited 
to the purpose, and the type of gas to be used. Remember 
that hardly any other burner manufacturer has the scope of 
experience to do this job as well as Barber. No other burner 
burns like a Barber—when you buy Barber you buy the best. 


Barber, the gas burner specialists for over 30 years, offer their expert 
consulting and development facilities for your use, without obligation. 
Ask for Catalog on Appliance and Conversion Burners, and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohic , 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Lop eu me 
Your present employees, , 
, eine i 


already familiar with 
your procedures, can 
easily use this machine 


Now you can get all the benefits of modern, 
mechanized accounting without upsetting 
your accounting personnel. No need to go 
outside to hire the specially-trained oper- 
ators so scarce today. Here’s what three 
users say: 

Michigan: “We went around to other com- 
panies to examine their methods : . . the 
Remington Rand accounting machine 
seemed simpler than others.” 

California: “We installed the machine with- 
out a special operator ... One of our em- 


ployees was trained without difficulty.” 
Maryland: “The simply designed keyboa 
and the complete visibility of the writi 
line are great aids to speed and production 

It’s 100% electric! The operator simp 
enters amounts and descriptions on t] 
single keyboard with standard alphab 
keys, and only ten numeral keys for 4 
figure work. The rest of the job is done ault 
matically by the machine, giving you © 
pleted and proved records with up-to-4 
balances and_control totals. 
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yrolls out in half the time 


FREE FOLDER AB-525 TELLS YOU HOW b | f 


e after time, users report results such as payrolls out 
ve as fast, with half the clerical time. One line of writing 
ks you four completed and proved records: 1) paycheck 

envelope) with automatic net pay and automatic 
ount protection; 2) itemized statement of all earnings 
i deductions; 3) individual’s earnings record with to-date 
bls of earnings and deductions as desired; 4) payroll 
al with automatic accumulation of column totals for 
earnings, deductions, and payments, with all the copies 
need for department payroll sheets. 


-to-minute accounts payable 


FREE FOLDER AB-45S SHOWS YOU HOW 




























e’s a fast, accurate vouchering method which assures 
imum income from discounts. It also gives you a daily 
alysis of purchases and expenses— any breakdown you 
ed to show where money is being spent and why — all as 
by-product of the voucher posting operation. And let us 
pw you how checks can be written on the same machine 
speed and control of payments. 





Just ask your local representative, 
or write direct to Management Con- 
trols Reference Library, Room 1348, 
315 Fourth Ave., New York 10, N.Y. 
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Remington Ftand 


to-d Visit our Business Equipment’Center in your city 
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oT long ago we had occasion to write 

to the chairman of a state public 
service commission (who must be name- 
less) regarding a controversial issue of 
regulation. It was one of those situations 
where both sides (the utility company 
and its consumers) were complaining 
about “inequity,” and the utility com- 
mission was very plainly caught in the 
middle. We happened to remark, sym- 
pathetically, that the commission could 
hardly be held responsible for its awk- 
ward position by any fair-minded person 
who knew the facts. 


THE reply was a fine example of good 
humor and good temper. We repeat a 
brief excerpt, simply because it seems a 
very timely and just commentary on why 
state regulatory commissioners get gray 
or bald or high blood pressure or what- 
have-you : 


Wuat do you mean about being 
caught in an awkward position? Being 
caught in such a position is practically 
routine—goes along with the job, you 
might say—sort of an occupational 
risk. The public expects the average 
state commissioner to be so idealistic 
as to have his head in the clouds,’ yet 





R. E. MITTELSTAEDT 
SEPT. 13, 1951 


RAY TUCKER 


practical enough to have his ear to the 
ground and tactful enough to be on 
both sides of the fence at the same 
time! That, admittedly, is an awkward 
position to be found in, and it almost 
invites reprisals from the passers-by. 
This, too, is part of the job. 


OF course, the very pressures and 
counterpressures involved in adjusting 
conflicts between a utility company’s 
legal rights and its consumers’ economic 
demands make the commission’s “target 
position” almost inevitable. A utility com- 
mission which has not yet been “caught 
in the middle” has never tried or released 
a really controversial rate case. We know 
of none such, in all the 48 states and 
several territories which have established 
regulatory commissions. 


TL sort of thing is understandable 


in rate cases. It is understandable 
in service disputes and even with respect 
to those other phases of commission 
jurisdiction, such as the issuance of op- 
erating certificates and utility corporate 
securities. But there is one aspect of 
utility rate making which, some commis- 
sioners are coming to feel, is placing an 
intolerable, unfair, and entirely unneces- 
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When a redesigning of your 
financing program is in order 
..here’s a suggestion 








@ To help you with an up-to-date and 
flexible approach to your financial 
program and the financial community 
... Irving Trust maintains a staff of g 
experts specializing in service to the! 


public utilities. iat 


Our Public Utilities Department, 
sponsor of the Utility Round. Tables, 
will be more than glad to contribute 
its broad experience to a review of 


your situation. of. 
Please feel free to’ call upon us at- a 
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8 PAGES WITH THE EDITORS (Continued) 


sary burden on the regulatory authorities. 
That is the form of discrimination which 
results from our Federal policy of pre- 
ferring public power agencies to tax- 
paying, private enterprise utilities in the 
sale of power by publicly owned projects. 


WwW are these privately owned 
utility customers discriminated 
against? Have they done any wrong? 
The only difference seems to be that they 
prefer to be served bya tax-paying utility 
instead of a tax-exempt public utility. Is 
this a wrong choice for them to make? 
Is it one for which their Federal govern- 
ment should penalize or punish them? 


THE opening article in this issue devel- 
ops this controversy from the standpoint 
of a regulatory commissioner who has 
to fix the rates for the privately owned 
tax-paying utility, while the rival public 
agency—once again—goes scot free of 
regulation in most states. H. N. BEAMER, 
president of the Idaho Public Utilities 
Commission, gives us a clear and critical 
analysis of the unfair discrimination 
which the Federal policy of preferring 
public power agencies works on public 
utility customers all over the nation who 
prefer to be served by tax-paying private 
enterprise utilities. 


* * * * 
ALIFORNIA was among the first states 
to establish full-power regulatory 


commissions to control their railroads 
and public utilities. But regulation in 


JOHN P. CALLAHAN 
SEPT. 13, 1951 


California has come a long way since the 
commission was constitutionally estab- 
lished as the result of a “reform move. 
ment” by the late U. S. Senator Hiram 
W. Johnson, then governor of the state. 
R. E. MitTELsTaept, president of the 
California commission, has written an in- 
formative and thoughtful account (begin- 
ning on page 340) of what commission 
regulation has accomplished in Cali- 
fornia through the years, especially since 
the end of World War II. 


Mr. MITTELSTAEDT is serving his 
fourth term on the California Public Util- 
ities Commission. Before that, he served 
as adjutant general of the state under 
three governors: Richardson in 1923, 
Young in 1927, and Olson in 1940. He 
has also seen service as superintendent 
of the Sacramento Municipal Water De- 
partment for sixteen years. He has had 
a distinguished military career, retiring 
from the U. S. Army with the rank of 
Major General in 1946, when he was first 
appointed to the commission. 


* * * * 


To nationally syndicated newspaper 
columnist, RAy TUCKER, gives us 


the second part of his 2-part analysis of 
the policy clash between the Interior De- 
partment and the Federal Power Com- 
mission. The primary question is : Which 
agency shall control the licensing author- 
ity over electric power? 


* * * * 


ye energy development is coming 

along at a great rate in both its mili- 
tary and peace-serving functions. We 
hear of the very definite promise of 


atomic-driven ships, submarines, aif- 
planes, and electric power generators. 
But no such rush towards perfection has 
been observed in the corollary field of 
regulation of atomic energy. JoHN P. 
CALLAHAN of The New York Times 
staff has explored the reasons for this 
lag and what can be done about it. 


THE next number of this magazine will 
be out September 27th. 
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WHICH WOULD YOU PREFER? 








This Old-Fashioned Gas-Control Hookup 


Stipe 


—— " seine 
Check These ote 


@ One unit replaces Aut 
separate controls and 
their assembly costs. 

@ Noiseless operation — 
no annoying clicks or 
hum to irritate users. 

@ 100% Safe lighting; 
100% fail-safe, auto- 
matic pilot and filter; 
Built-in pressure reg- 
ulator; 100% safet 
shut-off. A.G.A. listed. 

@ Compact size —3%" x 
5%” x5” — permits 
wide latitude in styling. 

@ Complete adaptability 
to manual, thermo- 
static electric or ther- 
mostatic mechanical 
control, 





This NEW Single Gasapack Unit 


Only GASAPACK combines all 5 
necessary gas controls in one 
simple, compact modern unit 


With A-P’s modern Gasapack you have only OnE unit to install — instead 
of up to five separate controls! Think what this means to you: The reduc- 
tion in inventory alone amounts to a substantial saving, for the GASAPACK 
eliminates not only all separate controls — but also the nipples, reducers, 
fittings and tubing required to connect them! 

Then look at the saving in assembly labor — up to 67%! What's more, 
you get simplification of service resulting from One unit instead of five, the 
ease and economy of ordering from One dependable source. Yes, and you'll 
see why users call the GasaPack the most economical unit they can buy! 

A-P’s Sincie-unit GasAPAck offers you still more .. . manual control, 
thermostatic electric temperature control or thermostatic mechanical contro}, 
and all with one basic unit! Extreme simplicity permits either factory in- 
stallation of both thermostatic controls or sale by your dealers as accessories. 

Get the full story of this remarkable control. Write for Bulletin G-7 today. 


DABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Aatemnaie Products Company) 


2470 N. 32nd Street 


Mil. kee 45, Wi 





In Canada: A-P Controls seeitiies ld., Cooksville, Ontario 
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oming IN THE NEXT ISSUE 


* 


GOING OFF THE AMERICAN PLAN IN CAR FARES 


This article discusses the zone fare system recently adopted in Los Angeles, 
California, and its operation. The zone fare, the author decides, is here to 
stay, given current conditions. Whether it has answered the revenue needs 
of the transit companies is another question. In the author's view, the zone 
fare system represents another phase of everyday life in the United States 
which is going off the "American Plan.'’ James H. Collins presents the 
situation in a clear and attractive style. 


TRANSIT'S POWDER IS DRY! 


The transit industry is ready to pull its weight in any defense emergency. 
Armed with its auxiliary force—Transit Radio—it has offered itself to the 
nation. Its first concern is for its passengers, who are, in a manner of speak- 
ing, its guests. Responsibility for their welfare is keenly felt. The author, 
George W. Keith, expresses the view that these passengers should not be 
left completely "in the dark," should an emergency arise. He examines the 
various views upon this increasingly vital subject. 


WHERE DO WE GO FROM HERE? 


The American urban transit industry may well be standing at the cross- 
roads of its destiny in the view of the author. He is Frank C. Sullivan, chief 
of public relations for the California Public Utilities Commission. He makes 
some timely comments upon the transit industry's problems in the light of 
modern social and economic trends. Such trends, he believes, may suggest 
major changes in industry technology. Although at times the future may 
appear to be dark, it is the author's belief that certain steps may be taken 
to win back riders and thus bolster sagging revenues. 


SALE AND LEASE-BACK AGREEMENTS FOR UTILITIES 


This is a discussion of the sale and lease-back agreement, and the author 
presents, perhaps for the first time, an analysis of this practice from the 
public utility standpoint. The author, Clarence H. Ross, nationally known 
Chicago attorney who specializes in regulatory practices, looks into this 
subject and examines some of the arrangements that have been entered 
into by utility companies, and the benefits derived. 


* 


A Is O .. . Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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How big is a clock? 


CLOCK can be moderate in size—such 
as a living room clock is. 


br, it may be as big as Big Ben in London. 


locks are made up in an assortment of sizes. 
nd so are your customers’ bills. 


A big consideration 


Jhen planning rate and promotional pro- 
Rrams, therefore, it is often important to know 
he number of your customers’ bills in each 
ilowatt usage category. 


o help provide utilities with such data at low 
ost, the Recording and Statistical Corpora- 
ion has developed the Bill Frequency Analy- 
er. Operated in our own offices, this electric- 
mechanical equipment analyzes as many as 
200,000 bills each day. The cost for this service 
$s reasonable, and the facts disclosed are often 
invaluable. 


May we give you further information about 
this economical method of compiling usage 
data? 

Write today for “The One Step Method of 
Bill Analysis.” It may save you time and 
money in the months to come. 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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CBaoublle Cake 


“There never was in the world two opinions alike.” 


—MONnTAIGNE 





Excerpt from New England Letter, 
published by The First National 
Bank of Boston. 


James C, Davis 
U. S. Representative from Georgia. 


Epitor1AL STATEMENT 
Palm Beach (Florida) Post-Times. 


RAYMOND MOLEY 
Columnist. 


Paut E, BELCHER 
Vice president, First National 
Bank, Akron, Ohio. 


GrorGE MEADER 
U. S. Representative from 
Michigan. 


Epiror1AL STATEMENT 


New York Journal American. 


James K, KNnupson 
Administrator, Defense Trans- 
portation Administration. 


EpiTor1AL STATEMENT 
The Wall Street Journal. 
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“In no period in American history has there been such 
irresponsibility for sound public finance.” 


A 


. 
“. . there is one standard which must be applied to 
every dollar of our government spending and that stand- 
ard is: Is it necessary?” 


* 


“Federal government, through taxation, socialistic 
forays, and political philandering, is rapidly becoming the 


principal hbugahoo in the American closet.” 


* 


. a government which is intent upon fundamental 
changes in the structure of our free system is stealing 
from everyone and is stealing irreparably.” . 


* 


“They who create conditions as the inevitable conse- 
quence of their acts are usually the first to demand pre- 
posterous statutory laws to implement their mistakes.” 


* 


“Our American political and economic philosophy holds 
that the development of natural resources is a function 
for the private citizen—not a function of government.” 


¥ 


“It has never been a secret in the inner circles of the 
New Deal bureaucracy that even the most limited sov- 
ereignty of the states is a barrier to total authoritarian 
power of a central government.” 


* 


“The railroads are undertaking this great (defense) 
building program with private capital. Not one cent of 
government money has been borrowed to ‘swing this 
deal.’ Here is private capital in action at its best.” 


* 


“One thing you have to credit this administration is 
that its staff can think of more ways to spend money, and 
think of them faster, than the rest of the people can think 
of ways to earn money and pay it out to the govern- 
ment.” 


12 
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ng the jages up to 230 kv, consist of 25- - 

kvar outdoor units connected in 

series-parallel, and mounted on 

insulators in galvanized-steel 
nental ' 
~aling structures. 
bnse- This 9900-kvar General Electric capacitor equipment, 
pre- ' Phase A dee operating at 45.7 kv, 3-phase, has recently been installed 
5.” C1 (36) 7200- in West Virginia. It consists of 396 individual 25-kvar out- 

| Spt vel walle door capacitors, connected as shown in the diagram below. 

Ci 
olds | — General Electric is now in a position to furnish capac- 
tion — itor equipments for all transmission-circuit voltages 
nt.” | C2 (24) 4800. (equipments have already been furnished rated as high 
| 45.7 kv volt units as 124 kv). These equipments are used on high-voltage 
p g g 






the sub-transmission voltages and also reduce thermal 


¢ . 
Xe Ke loading of substations and generators. 
S ¢ 

oO 





| circuits to supply bulk kilovars and thus re-enforce 


the 





















Ov- m 
ian | S The capacitors used in these equipments are General 
| Xx Yi Electric, outdoor 25-kvar units, rated 2400 to 7960 
volts, depending on the circuit voltage. Units are 
Phase C | connected in series-parallel to attain the desired volt- 
e) Phase B age and kvar ratings. Individual bushing-mounted 
of 45.7-kv, 9900-kvar, 60-cycle fuses are supplied for each unit. 
his capacitor equipment 
For full information, get in touch with your G-E 
This connection diagram Apparatus Sales Office. General Electric Company, 
applies to the capacitor Schenectady 5, N. Y. 
equipment pictured above 
is 
id 
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JAMES A. SHELTON 
President, Security-First National 
Bank of Los Angeles. 


Eprror1AL STATEMENT 
San Francisco Chronicle 


DoNnaALp R. RICHBERG 
Attorney. 


CHARLES SAWYER 
Secretary of Commerce. 


J. K. Hopnette 
Vice president, Westinghouse 
Electric Corporation. 


WHEELER McMILLEN 
Editor-in-chief, Farm Journal. 


Pau H. Douctas 
U.S. Senator from Illinois. 
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“The most wholesome thing for the welfare of our 
country would be for the citizens of modest means to 
learn through taxation what the costs of their govern- 
ment really are.” 


* 


“It’s time the government shook the scatter-brained 
economic theorists out of its hair and accepted big busi- 
ness as a normal, necessary, and, indeed, desirable adjunct 
of this great industrial nation.” 


» 


“The most diligent and inventive socializers have not 
yet been able to develop social geese that will lay golden 
eggs of a quantity and quality comparable with the out- 
put of the individual geese of private enterprise.” 

* 

“The National Production Authority (NPA) work in 
my department could not have been undertaken nor car- 
ried on without the valued help of experienced business- 
men who know what they are doing when they deal with 
business problems.” 


5 


“Socialism is no longer a Utopia; it has a record, That 
record was created in the suffering and austerity of the 
people of Great Britain, and it is a record of frustration, 


blunder, and disappointment. The pitiful failure of the 
British Socialists is now written large in history for 
everyone to read. I am convinced that our people will 
read it, and profit by the lesson it teaches all of us.” 


* 


“The deceitful ways of governments ought to be talked 
about more. The new Federal tax measure is filled with 
deceits. All taxes are paid eventually by consumers, ‘Ex- 
cess profits’ taxes (itself a deceitful term) and corpora- 
tion taxes, are paid eventually in the prices of goods. 
Many excise taxes (actually sales taxes) are hidden from 
the knowledge of the consumer who pays them. Doesn't 
it seem to you that a person has a genuine right to know 
it when he pays a tax?” 


al 


“There is a lot of fat in government operations, and 


what we should do is to put the governmental agencies 
on a diet. They can get along without the hot fudge 
sundaes and cholocate creams and stick to skimmed milk, 
vegetables, and eggs. This can be done by cutting down 
on their new automobiles, the number of secretaries and 
typists, the mahogany desks, the thick carpets, publica- 
tions, travel, and entertaining. This should be an era of 
austerity for governmental agencies. . . . Sacrifices made 
by the people in the form of higher taxes should be 
matched by the agencies in the elimination of extras.” 
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| with } 1h The Manufacturers Light and Heat Company 
- United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 

Virginia Gas Transmission Corporation 

we é : Big Marsh Oil Company 

will : ; _ Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 

Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 

The Preston Oil Company 9 
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YY name at all times recognized NV} 
Y for QUALITY, SOUND ENGINEERING, and DEPENDABLE 
SERVICE for more than sixty years is the most valued possession of \ 
Springfield Boiler Co. Today, the continuing success of the company 
rests firmly on this cornerstone. This is your assurance of satisfaction 
Y, when you place a contract with SPRINGFIELD! 
(| Springfield specializes in the production of a wide range of steam \ 
N generating equipment for modern power plants. Springfield 
Ni is organized to apply the same engineering skill to Y] 
\ all contracts, large or small. We will be glad to 
submit a proposal covering your requirements. 
\ SPRINGFIELD BOILER COMPANY, 
1960 E. Capitol Avenue, 


Springfield, Ill. 
ZZ : 
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Here's an exclusive ditcher feature that saves 
a lot of hand labor. The Barber-Greene’s verti- 
cal boom digs straight down, right up to walks, 
foundations, underground piping and mains, 
etc. There’s no ramp to run up digging costs. 

Closely spaced, self-cleaning ‘kick out" 
buckets, traveling at high rate of speed, cut like 
a milling machine . 
trench. It's this efficient operating principle that 
gets the B-G Ditcher through materials as tough 


- leave a clean-walled 


BARBER~-GREE 


5). 


LOaverS PERMANENT CONVEYORS PORTABLE CONVEYORS 


COMPANY AURORA, 


COAL MACHINES 


as coral rock — down to 8 feet, 3 inches; widths 
up to 24 inches. Feeding speeds range from 10 
inches to 8 feet per minute. 

An adjustable spoils conveyor discharges on 
either side, and the automatic overload release 
protects both the machine and hidden objects. 

Find out how this compact, maneuverable, 
easily controlled unit can keep your trenching 
costs down .. . and what varied work it will 
perform. 87A 


ILLINOIS 





BITUMINOUS PLANTS 








FINISHERS DITCHERS 


PRESSURE-FURNACE BOILERS 


aid economy of Knox Lee Power Pla 


Added to the economy of outdoor construction at Southwestern 
Gas and Electric Company’s Knox Lee Power Plant are further 
savings in initial, operating, and maintenance costs — direct re- 
sults of B&W’s Pressure-Furnace Boiler design. 

Induced-draft fans are completely eliminated, and fan-power 
demand-charge materially reduced; air infiltration is prevented, 
with consequent improved boiler efficiency; one-point draft con- 
trol permits quick, easy adjustment; design is simplified, with 
lower initial cost of stack and duct arrangement. 

The Knox Lee unit is one of more than 50 B&W Pressure-Furnace 


boilers already in successful operation, on order, or building. 
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What we really make is Time 








It 1s faster to 


Hane A WALL 


than to 


PILE IT UP 


VAI] 
VS 


eo TIN 


LiTTLE blocks, say 2°x4"x8",don’t pile up very fast. Point is, we integrate the right materials with 


We hang walls up in sizable panels. exclusive designs and processes of manufacture, 


tal Gn & eo en.we © led de ape them out with fast engineering for each 
a ane individual job, install them with experienced 
Robertson's real product is time. 
crews, and deliver the thing that is most vital of 


We make walls that are hung in place. We all vital things today: speed. 


make them complete with insulation when the 


panels are delivered. We engineer them piece by We save days and weeks in finishing a build- 


piece in advance at the factory. We put expert ing for use, because years have been put into the 


crews on the job to place them. development of these unique skills. 


We make time, now, when time is the essence. Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


x 
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When two-legged people have guts, they finish the fight 
and do the job. 

Real guts—that’s what the world admires—man or 
machine. 

You can’t define what makes guts in a man, but you can 
“analyze” the fighting, working, dogged innards of the 
Champ. So let’s put the X-ray on the TD-24: 

Drawbar Horsepower: 148 working horsepower 
delivered at the drawbar in official tests. 

Synchromesh Transmission: you “shift on-the-go,” 
with eight speeds forward, eight reverse for faster time 
cycles with more pay dirt per cycle. 

Instant Speed Change: up or down one speed with- 
out declutching. 


— 





Inside story of the TD-24 ee 


Planet Power Steering: all turns are easier . . . pivot 
turns, feathered turns, turns with power on both tracks. 
Reserve Torque: gives the Champ the lugging ability 
to fight through temporary overloads. 
Easy Steering: finger-tip hydraulic controls. 
All-Weather Starting: push-button, gasoline-conver- 
sion starting —an International exclusive —gets you on 
the job fast. 
More Work: the TD-24 is doing more work—with more 
speed and more lugging ability—than any other crawler 
tractor on the market. 

Look it over. Then ask your International Industrial Dis- 
tributor to show you what it can do for you. You'll be a 
TD-24 man from then on in. 


INTERNATIONAL HARVESTER COMPANY, CHICAGO 1, ILLINOIS 


INTERNATIONAL fiz) 


POWER THAT PAYS 
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THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY: 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 
WRITE FOR COMPLETE CATALOG 


THE MERCOID CORPORATION ¥* 4201 BELMONT AV.,CHICAGO 41. ILL 


MANUFACTURERS OF AUTOMATIC CONTROLS FOR HOME 
COMFORT AND VARIOUS INDUSTRIAL REQUIREMENTS 
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LEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


Another Leffel Job Well Done... 





A view of the dam and powerhouse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 
lowering he te pealtia. ~—-From initial design through final assembly a Leffel turbine 
receives the best in skill and attention. No effort is spared 
during production to provide the materials and workman- 

ship necessary for long, trouble-free service. 





Why not contact us today about engineering your turbine 
installation or rehabilitation? Our 89 years of hydraulic 
power experience are at your service. 





The assembled turbine in the Leffel plant. 








Cast steel propelier-typ 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


runner, shown on the boring mill. 











MORE EFFICIENT HYDRAULIC POWER FOR 89 YEARS 
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Dam breast, power house and 
switching yard of the Buchanan 
Dam, constructed by Lower 
Colorado River Authority. 















Oil circuit breakers are auxiliary- 
















battery operated by the Exide- 

Manchex. Operation of a 12’ but- 

terfly valve, not shown, is a new Bank of 60—EME-13C Exide-Manchex Batteries at Buchanan 
application of emergency battery Dam. Mounted back to back on two 2-step Exide Racks. 






power. 























POWER for the heart of Texas 


Exide-Manchex parteries 


A short distance above the capital city of the GREATER CAPACITY in a given amount of space 

Lone Star State, a power station enlarged in avoids overcrowding of equipment. 

1949-50 is in operation. Buchanan Dam, a unit 

of the Lower Colorado River Authority, is one These are the features that help to make Exide- 

of the most modern and finest equipped stations Manchex your best battery buy for all control 

in the country. and substation services. 

Among this fine equipment at Buchanan Dam 

is the Exide-Manchex, which provides depend- 

able standby power for all storage battery oper- LEAD CALCIUM BATTERIES 

eee fe a for in Exide-Manchex Exide first produced Lead Calcium Batteries in 
is 1935. Since that time we have progressively 

POSITIVE OPERATION. Dependable performance followed an extensive program of laboratory 


¢ : : : . research and development along with a study 
at ample voltage with no switching failures. of Wie Cond Callies Geataies, Oe, Geta 


INSTANTANEOUS POWER, at high rates for service. 

switchgear operation, adequate reserve power for Much has been learned during those 16 years. 

dependable performance of all other control Though the time is too short to specifically 

circuits and also emergency lighting. predict length of battery life, definite conclu- 
P sions have been reached regarding proper 

LOW OPERATING COST: Extremely low internal application. We will be glad to inform you 

resistance. where these cells can satisfactorily serve. 





LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical THE ELECTRIC STORAGE BATTERY CO. 


solution needed during life of battery. Philadelphia 2 
LOW DEPRECIATION ...due to sturdy, long- Exide Batteries of Canada, Limited, Toronto 
life construction. “Exide” and ‘‘Manchex” Reg. Trade-marks U. S. Pat. Of. 






1888...DEPENDABLE BATTERIES FOR 63 YEARS...195l 
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IT WILL RIDE LIKE THIS 


One of 30 street service bodies 
operated by Washington Gas Liaht 
Company. 





IF IT FLIES AFTER THI 


With extensive damage in a 







critical wing area, this fighter 
interceptor returned safely to its 


Korean base. 
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TOUGH, LIGHTWEIGHT, ALL ALUMINUM 


THOMPSON 


UTILITY BODIES 


BUILT FOR MANY YEARS OF DEPENDABLE SERVICE 
UNDER RUGGED OPERATING CONDITIONS 




















While supplies of Aluminum and Steel Bodies are limited 
Place a few THOMPSON units in your service 
Compare their operating costs with your steel units 
Let FACTS decide your future Policy 


THOMPSON TRAILER CORP. 
PIKESVILLE, MARYLAND 


' 

| 

l 
THOMPSON I [1 Have Representative Call 

TRAILER | [] Send Full Information 
I Company Name 
j Company Name ....... 0... .eeeeeeeeeeeeeeeeeeeenenenes 
c © R P , | SEL: S,feneedcwis dhonencceusc scuuss anes teens eee 

Pikesville, Maryland i IE aint ci aansaisnacmeieinumasienaaciaaianends aaaiene 
Telephone: Pikesville 130 | RN cindiitihes sbheiasseneGeenawenaiae BND..0. 0 ccceseted 
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CONTROL CORROSION 





reduce hidden costs... 
above ground and below! 


Today’s corrosion rate is alarmingly high! Unless you have 
adequate control, your business is incurring unnecessary losses. Either 
directly —due to high maintenance costs and replacement of corroded 
equipment; or indirectly—through losses due to idle equipment, 

loss of product and plant efficiency. 


EBASCO corrosion control consulting services are applicable to: 


-2** . CONsr, 


% 


0 
> 

i “ 
"228 conss™*” 


° 
}, 
Appraisal Insurance 
Sudect & Pensions 
- Purchasing 

Business 
Studies Rates & 
Pricing 


ae 


Consulting 
Engi in 





Design & Sales & 
Construction Marketing 


Financial Systems & 
Industrial Methods 
Relations 

Taxes 


Inspection 
& Expediting Traffic 


1 All buried or submerged metallic structures—oil, water, gas 
* pipelines and cables—both cross country and urban. 


2 Manufacturing, processing and power plants—either on 

* existing facilities or proposed new structures. 
These services include a preliminary survey to determine causes of 
corrosion; recommendations for corrective measures; design 
installation of corrosion control methods; and development of a 
permanent corrosion control program. 


EBASCO can help you develop your own corrosion control program. 


EBASCO specialists not only can help you spot and remedy specific 
corrosion troubles—but can train your own personnel in setting up 
your own corrosion control program—so you can continue to keep down 
these ‘‘hidden”’ costs. 


Remember . .. corrosion control is something you can’t afford to put off. 
Call in EBASCO specialists—find out what they can do to help you 
protect your structures now, and for years to come. 

Write for the booklet “The Inside Story of Outside Help” describing the many EBASCO 


services available to you. Ebasco Services Incorporated, Dept. W, ‘Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES xconosar 


New York ° CxiIcaco ° Wasuinorton, D.C. 
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LIFORNIA ELECTRIC POWER COMPANY 
Riverside, California 





ya 


USES THE FFLE - | 
Jjeville /£ 


LTERNATOR SYSTEM 


\ 


¢ This forward-looking organization is > ~ ‘lower radio maintenance costs 

another one of the many Public Utilities = —~—s more consistent radio operation 

paths advantages s the i _ There are L-N Alternator Systems rated at 

Oe Tees 50 amps. and 80 amps. for 6-volt systems; 

On your two-way radio cars and trucks . . 60 to 150 amps. for 12-volt systems. 

or wherever current demands are high . ; . For all the facts, write The Leece-Neville 

the L-N Alternator System will give you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery ese Distributors in principal cities - 
longer bate life ; - . Service Stations  eeesel 


BE SURE To. SPECIFY LEECE-NEVILLE 


ALTERNATOR SYSTEMS « GENERATORS « STARTING MOTORS 
REGULATORS « SWITCHES « FRACTIONAL HP MOTORS 


OFF-HIGHWAY PASSENGER RAILROAD MARINE 
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Want a truck that fits your utility job... 
one that can help you slash high hauling costs 
right down the line? 


Then check into the many advantages that 
will be yours with Dodge trucks—‘‘Jobd- 
Rated” throughout and packed with many, 
many improvements. 


Take the Dodge Power-Wagon, for example. 
Its hefty, husky 94-h.p. engine gives-.you the 
kind of rugged power you need . . . with plenty 
of “‘get-up-and-go” on or off the highway. 
There’s much more to the story, too. 

Why not get all the facts from your nearby 
Dodge dealer? He’ll be happy to show you 


how you can haul more . . . in less time . . . at 
lower cost with Dodge “*Job-Rated’’ trucks. 


"90%-Raled” TRUCKS DO THE MOST FOR YOU 


September 13, jpg? 





How Dodge trucks are "Job-Rated’ 
for utility operations 


A Dodge “Job-Rated” truck is en- 
gineered at the factory to fit a spe 
cific job . . . save you money... 
last longer. 


Every unit from engine to rear axle 
is “Job-Rated” — factory-engineered 
to haul a specific load over the 
roads you travel and at the speeds 
you require. 

Every unit that SUPPORTS the load 
—frame, axles, springs, wheels, tires, 
and others—is engineered right t 
provide the strength and capacity 
needed. 


Every unit that MOVES the load- 
engine, clutch, transmission, propel 
ler shaft, rear axle, and others 
engineered to meet a parti 
operating condition. 
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SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


2 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. ‘ 
The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 





SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES: DAVENPORT, IOWA @® HOUSTON, TEXAS 


LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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In case after case, where 
Grinnell MULSIFYRE has been 
on guard, hazardous oil fires 
have been effectively con- 
trolled—damage limited. For 
example... 


e On August 2, 1944, a fault 
occurred on the 26 KV ring bus 
at a substation of the Public 
Service Electric & Gas Co., 
Harrison, New Jersey. Follow- 
ing the tripout, the operator 
noticed the end bay, where the 
transformer was located, to be 
ablaze. He immediately acti- 
vated the electrical control oper- 
ating the Grinnell MULSIFYRE 
System, deluging the trans- 
former banks with water spray 
and extinguishing the fire. 


e Ata substation of the Omaha 








PROTECTING 


flammable, 
oil-filled 


TRANSFORMERS 


with time-tested, 
rapid extinguishing 


GRINNELL 









MULSIFYRE 





Public Power District, Omaha, 
Nebraska, two 25-year-old three 
phase 6250 KVA 13.2—2.3 KV 
water-cooled indoor type trans- 
formers were protected by a 
MULSIFYRE System automati- 
cally actuated by Quartzoid 
Pilot Sprinklers. On August 30, 
1944 a minor explosion occurred, 
setting the transformer afire. The 
Grinnell MULSIFYRE System 
went into operation immedi- 
ately, and there was no fire 
damage. 


e In 1948, a lightly constructed 
wooden sawing shed was erected 
by the Singer Manufacturing 
Company, Bridgeport, Connec- 
ticut, adjacent to a bank of three 
500 KVA transformers. A fire 
started in the shed, apparently 
when a carelessly discarded cig- 
arette or match ignited sawdust, 


GRINNE Malady tc 


EMULSION-EXTINGUISHMENT OIL FIRES 


and quickly burned through the 
roof. The MULSIFYRE System 
operated over the exposed trans- 
formers, preventing damage to 
them. 


Stop future trouble and expense. 
Get complete facts now on reli- 
able Grinnell emulsion - forming 
spray systems. Write Grinnell 


Company, Inc., Providence, R. |. 
Branch offices, in principal cities. 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


” * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


l 70 PINE STREET, NEW YORK 5, NEW YORK 





(EY MEMBER IN THE POWER TEA 


Nor many years ago, corrosion in bo 
ers, piping, and other steam and wat 
handling equipment was looked upon 

normal .. . Then came the Elliott deae 
ator, designed to remove the corrosiot 
causing dissolved oxygen in the feedwaté 


—and vastly lengthening equipment lif 
Deaerating feedwater heaters are only one of 
an impressive list of Elliott equipment for power 
and process needs. The list includes generators, 


motors (large and small), turbine-generators, . : 
I 
mechanical drive turbines, centrifugal blowers, cepted in steam power plants, and Elio 


condensers, steam jet ejectors, as well as deaerating heaters — still far ahead i 
smaller but vitally important units such as 


strainers, tube cleaners, and other steam plant desi ° life 
, , esign — ry feating lite 
accessories. Details and bulletins on any of this & are everywhere de 8 


equipment are available at request. shortening corrosion. 


Today, deaeration is universally : 


Oo 
2 ELLIOTT COMPANY, Deaerator and Heater Dept., Jeannette, 


Plants at: JEANNETTE, PA. * RIDGWAY, PA.. 
AMPERE,N.J. * SPRINGFIELD,O. * NEWARK,N.4J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 


YOU’RE A STEP AHEAD WITH 
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{ International Association of Electrical Inspectors, Southwestern Section, begins meeting, 
Long Beach, Cal., 1951. 





9 American Water Works Association, Minnesota Section, ends annual meeting, 
Minneapolis, Minn., 1951. 





§ American Transit Association will hold annual vonvention, Cincinnati, Ohio, 
Oct. 1-4, 1951. 





q Public Works Congress and Equipment Show begin, Detroit, Mich., 1951. 





{ American Bar Association begins annual meeting, New York, N. Y., 1951. 





{ Pennsylvania Electric Association begins annual meeting, Philadelphia, Pa., 1951. 








q Tennecees. | Independent Telephone Association begins annual convention, Nashville, 
enn 





q Public Information Program begins annual workshop conference, Chicago, Ill., 1951. 
{ Wisconsin Utilities Asso., Accounting Section, begins meeting, Milwaukee, Wis., 1951. 





q Public Utilities Association of the Virginias begins annual meeting, White Sulphur 
Springs, W. Va., 1951. 





{ American Gas Association wiil hold annual convention, St. Louis, Mo., Oct. ‘3 
15-17, 1951. 





{ National Accociation of Railroad and Utilities Commissioners will hold annual conven- 
tion, Charleston, S. C., Oct. 16-19, 1951. 





4 Arkansas Telephone Association begins convention, Hot Springs, Ark., 1951. 
{ Independent Nat. Gas Asso. of America begins meeting, Oklahoma City, Okla., 1951. 





§ American Society of Mechanical Engineers begins fall meeting, Minneapolis, Minn., 
1951. 














{ American Water Woes Association, Alabama-Mississippi Section, ends annual meet- 
ing, Biloxi, Miss., 1 
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Pathway of Rural Power 


OY 
Courtesy, Utah Power & Light Company 
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The Unfair Preference for 


Public 


Power 


A clear and critical analysis of the unfair discrimina- 

tion which the Federal policy of preferring public 

power agencies works on public utility customers all 

over the nation who prefer to be served by tax-paying 
private enterprise utilities. 


By THE HONORABLE H. N. BEAMER* 
PRESIDENT, IDAHO PUBLIC UTILITIES COMMISSION 


regulatory commissions is to 

see that electric users are sup- 

plied with ample electricity at reason- 
able rates and without discrimination. 
All commissions, both Federal and 
state, obtain their jurisdiction and 
authority from their enabling statutes, 
which prohibit preferences and dis- 
crimination. No commission would, 


A PARAMOUNT function of utility 





*For additional personal note, see “Pages 
with the Editors.” 
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or lawfully could, permit a supplier of 
electric power to favor one town over 
another, either as to rates or avail- 
ability of service; or allow benefits to 
be denied customers in one area that 
are granted to those in another; or 
permit that preference be given (for 
reasons of political expediency or oth- 
erwise) to any group or locality. 
Surprising it is, then, that various 
Federal statutes not only permit, but 
require that preference and dis- 
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crimination be the rule in the sale of 
electricity from Federal power plants 
constructed by the United States gov- 
ernment, with taxpayers’ money, for 
reclamation, flood control, navigation, 
and other purposes. 

This policy stems from so-called 
“preference provisions” in Federal 
statutes, requiring that “preference” 
(and, more recently, “priority”) in 
the sale of project power be given to 
public bodies, municipalities, co-opera- 
tives, public utility districts, and other 
similar agencies and organizations. 


HE statement, sometimes made, 

that such preferences in power 
sales are the result of long-established 
Federal policy — having had their 
origin in an early reclamation act of 
April 16, 1906—is inaccurate and 
misleading. That act (which dealt 
with the withdrawal of lands for 
townsite purposes) merely provided 
that whenever a development of pow- 
er was necessary for irrigation, or an 
opportunity was afforded for the de- 
velopment of power under any such 
project, the Secretary of the Interior 
was authorized “to lease” any surplus 
power or power privilege for a period 
not exceeding ten years, “giving pref- 
erence to municipal purposes.” 

That preference was based upon the 
use of power, and was for the benefit 
of the power user—that is, the mu- 
nicipality itself, as a consumer of 
power for street lighting, waterworks, 
and other service needs — and not 
upon the manner of distribution, or 
the type of agency which distributes 
the power to consumers. 

Present Federal preference require- 
ments, on the other hand, give no con- 
sideration whatever to the consumer 
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of power, but are based entirely upon 
the type of distributor involved. 
Therefore, they are a discrimination 
against customers of regulated utility 
companies, in favor of those who ob- 
tain their service from preferred 
distributors—as they deny to citizens 
and taxpayers the benefits of Federal 
power developments unless they are 
served by so-called preference 
agencies. 

This policy should be thoroughly 
reviewed by Congress. Federal power 
plants are built by public funds pro- 
vided by all the taxpayers of the na- 
tion, and electricity from such proj- 
ects should be made equally available 
to all citizens and electric users. As it 
is, the public agency preferences are 
forcing a change from private to 
public ownership of distribution fa- 
cilities, and unless this trend is halted, 
socialization of the electric industry 
is bound to result. 


N December, 1937, David E. Lilien- 
thal, then a director of the Tennes- 
see Valley Authority, testified before 
a congressional appropriations sub- 
committee as follows :? 


Mr. WIcGGLESworTH. You think 
there is a field for profitable opera- 
tions by existing companies alongside 
the TVA, under this program? 

Mr. LitrentHat. I think there is 
no question about that. .. . 

* * * 


Mr. Fitzpatrick. In other words, 
you do not want to go in and destroy 
the investments of citizens who have 
already put their money in these elec- 
tric companies, and there is no inten- 
tion of so doing. 


1 Report of House hearings, page 1012, Sub- 
committee of Committee on Appropriations, 
Independent Offices Appropriation Bill for 
1939—75th Congress, 2nd Session. 
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Mr. LitientHAL. That is exactly 
correct. 


Mr. Lilienthal said further : 


... the law . . . provides that while 
we might sell power to public utilities 
and municipalities and co-operatives 
and industry, we must give the mu- 
nicipalities a preference .. . 

Now, we have no control over that 
municipal preference which is pro- 
vided in the law, and we are bound 
to carry it out. But I do not foresee 
the calamitous consequences that have 
been indicated follow from that statu- 
tory provision. 


Even then, TVA’s monopolistic pro- 
gram was under way, and its 1938 re- 
port refers to its “negotiations to ac- 


e 


quire existing electric systems and 
avoid, duplication and competition.” 
The results have been that some thirty 
electric companies have been put out 
of business in the TVA service area 
(which extends far beyond the con- 
fines of the Tennessee valley), to es- 
tablish the greatest electric power 
monopoly that the country has ever 
known—not by the “power trust” but, 
of all things, by a corporation created 
by the government of the United 
States! 

The public agency preferences, as 
presently existing and administered, 
had their beginning in the Tennessee 
Valiey Act of 1933, which provides 


State-by-state Use of Publicly Owned Power Supply 


T= following tabulation, based upon a study made by the Edison Electric Insti- 


tute in April, 1951, shows the estimated percentage of electric customers, by 
states, who obtain service from public bodies, co-operatives, and other agencies hav- 


ing “preference” under Federal laws: 


New Hampshire . 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 


New Jersey 
Pennsylvania 


North Dakota 
South Dakota 


Delaware 

Maryland 

District of Columbia 
Virginia 


West Virginia 
North Carolina 
South Carolina 
Georgia 
Florida 


Kentucky 
Tennessee 
Alabama 
Mississippi 


Arkansas 
Louisiana 
Oklahoma 


Washington 
Oregon 
California 
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that in the sale of TVA power, pref- 
erence shall be given “to states, coun- 
ties, municipalities, and co-operative 
organizations.” 


N™ in point of time was the 
Bonneville Project Act of 1937, 
in which the preference provisions 
have been carried to a greater extreme 
than in any other legislation. Similar 
provisions are contained in other 
statutes* and, with one exception, 
these preferences govern the entire 
field of power sales by Federal agen- 
cies from government plants. 

The law setting up the Boulder 
Canyon project in 1928, as amended 
in 1940, provides a different policy 
covering the sale and disposition of 
project power, with the stated end in 
view that as large a portion as pos- 
sible of the project costs shall be re- 
paid from power revenues. It provides 
that the Secretary of the Interior may 
contract for delivery of power at the 
switchboard to states, municipal cor- 
porations, political subdivisions, and 
private corporations, and contracts 
shall be made with responsible appli- 
cants who will pay the price fixed with 
a view to meeting the revenue require- 
ments as provided in the act. 

The Boulder Canyon acts recognize 
the equal rights of all citizens, as elec- 
tric users, to obtain power from Fed- 


2 Fort Peck Project Act of 1938; Reclama- 
tion Project Act of 1939; Case-Wheeler Act 
of 1940; Flood Control Act of 1944. The Co- 
lumbia Basin Project Act of 1943, and the 
Rivers and Harbors Act of 1945, make the 
preference provisions of the 1937 Bonneville 
Act applicable also to the Grand Coulee, Mc- 
Nary, and lower Snake river projects. For 
preference provisions in acts dealing with mat- 
ters other than power supply, see also the 
Raker right-of-way act of 1913, and Rural 
Electrification Act of 1936. For other laws 
following the early 1906 act, see acts of Feb- 
ruary 24, 1911, and September 18, 1922. 
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eral projects for their needs, regard- 
less of whether the distributor which 
serves them is a preference agency or 
a public utility company. And al- 
though the congressional policy for 
the sale of Boulder dam power is a 
source of irritation to the Depart- 
ment of the Interior today — having 
been referred to by one high Interior 
official* as “the screwball policy of 
the past, embedded in concrete, steel, 
and copper at that dam”—the fact re- 
mains that the Boulder Canyon proj- 
ect is recognized as being financially 
successful and economically sound, 
due in part, at least, to the principles 
of equal and fair treatment of both 
publicly and privately owned utilities, 
and their respective customers. 


r contrast, the preference and re- 
lated provisions in the Bonneville 
Act merit examination.* Section 4 be- 
gins with the statement that “In order 
that the facilities for the generation of 
electric energy at the Bonneville proj- 
ect shall be operated for the benefit of 
the general public” (a laudable ob- 
jective, but with a left-handed ap- 
proach that, if the matter were not so 
serious, would be somewhat humorous 
in view of what comes later), “the ad- 
ministrator shall at all times, in dis- 
posing of electric energy generated at 
said project, give preference and 
priority to public bodies and co- 
operatives.” 

Section 4 goes on to state that in 
order “To preserve and protect the 
preferential rights and priorities” of 


8 Address by Arthur E. Goldschmidt, di- 
rector of the division of power, Department 
of the Interior. Report of Bureau of Recla- 
mation Washington Program Conference, 
1947, page 233. 

# See §§ 2, 4, and 5. 
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ict re- 
proj- Shift to Public Power or Else, Washington Says 


cially el Be Bureau of Reclamation announced .. . [January 28, 1951] plans for a con- 
d siderable extension of the transmission lines from the hydroelectric dams along 

oun ’ the Missouri river... . 

ciples “What the extension of the lines means is that much of the power to be generated 

both along the river in South Dakota will move out of this state unless—a very important 

Pyp. unless—South Dakota shifts to public power. 

lities, “The story is an old one but perhaps it should be reviewed. Federal legislation gov- 
erning the distribution of power from the river dams provides that publicly owned 
electrical systems including co-operatives, have first priority. If there’s any power left 
over after their wants have been satisfied, then privately owned companies may pur- 
chase tt for distribution. 

id re- “This provision resulted in a considerable uproar in South Dakota because the elec- 
trical distribution systems in this state are generally privately owned. It was the 
contention of many South Dakotans, including THe Arcus-Leaper, that it should 
not be necessary for communities in this state to abandon private enterprise and adopt 
public ownership to share in the benefits accruing from the dams. Their thought was 
that it should be the privilege of a community to decide for itself, without pressure 
or favoritism from Washington, whether it wanted to have a municipal electric system 
or a privately owned one... . 

“Obviously the Bureau of Reclamation doesn’t intend to allow any of this power 
to go to privately owned electrical systems. It is determined, apparently, to force 
public ownership upon any community before it can obtain any power from the dams. 

“This doesn’t make sense. It is unfair and wholly contrary to the American way. 
The plan is clearly one set up by socialistic planners. 

“Most major cities in South Dakota are now served by privately owned distribution 
systems. Among them are Aberdeen, Huron, Mitchell, Yankton, Sioux Falls, Lead, 
Deadwood, and others. 

“Watertown, for example, is served by a municipally owned system. 

“As it now stands, Watertown can obtain power from Randall but Aberdeen can’t. 

“Just why should the people of Watertown be entitled to this privilege and the people 
of Aberdeen denied it? : 

“Does it make sense to say that the Aberdonians must abandon their private enter- 
prise system in order to share in whatever the benefits are? . . .” 

—From an editorial in the Sioux Falls 
(South Dakota) Argus-Leader, January 31, 1951. 





preference agencies, if “there shall be erence agency shall be granted — and 
conflicting or competing applications” this regardless of public necessity or 
for Bonneville power from a prefer- any other consideration, except the 
ence agency on the one hand, “and a_ fact of preference classification. Sec- 
private agency of any character on tion 5 provides that when contracts 
the other,” the application of the pref- are entered into with public utility 
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companies, such contracts may be can- 
celed if, in the judgment of the ad- 
ministrator, the power is “likely to be 
needed” to satisfy the requirements of 
preference customers, to the end that 
their “preferential rights and priori- 
ties .. . shall at all times be preserved.” 

One may well pose the question: 
What part of the people are not a part 
of “the general public” in the Pacific 
Northwest? The answer obviously 
is: Those electric users who are not 
served by preference agencies. 


| agrees administration of 
the “preference and priority” to 
public power agencies goes far beyond 
the law. As evidence of this, reference 
need only be made to the “Memoran- 
dum on Power Policy to All Staffs of 
the Department of the Interior,” is- 
sued by the then Secretary of the In- 
terior on January 3, 1946, in which it 
is stated : 

The following principles are de- 
signed to implement the congressional 
policy. They will guide all staffs and 
officials of the department who deal 
with power. (Italics supplied.) 


Under the heading “Operation and 
Sales,” the first directive reads as 
follows: 


a. Active assistance, from the very 
beginning of the planning and author- 
ization of a project, shall be given to 
the organization of public agencies 
and co-operatives in each project area. 
The statutory objectives are not at- 
tained by merely waiting for a pre- 
ferred customer to come forward and 
offer to purchase the power. 


The policies and practices so estab- 
lished have been carried forward by 
succeeding Secretaries, and are a part 
of the Department of the Interior’s 
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and Bonneville Power Administra- 
tion’s basic philosophy and procedure 
today. 

Agency action and administration 
have extended the preference provi- 
sions so as virtually to exclude the cus- 
tomers of regulated electric companies 
from effective participation in supply 
of power generated at Federal plants, 
They are being utilized under policies 
and practices which, if engaged in by 
any power supplier other than agen- 
cies of the government itself, would 
be in outright violation of state and 
Federal regulatory statutes, and might 
well be considered as combinations 
and conspiracies in restraint of com- 
merce and trade under existing laws. 
BPA has consistently refused to enter 
into reasonable-term contracts with 
utility companies, and the “active as- 
sistance” of its representatives has 
been carried to the extent of open agi- 
tation and propaganda for formation 
of public power groups, as potential 
customers. 


HE ideology behind the pref- 

erence provisions was severely 
criticized by President Harry E. Polk 
of the National Reclamation Associa- 
tion, at the annual convention held at 
Salt Lake City in November, 1949. He 
said: 


With the pooling of power that is 
planned under basin-wide develop- 
ment, every state should be entitled 
to its just share of power created at 
major dams, without any threat of 
reprisal because of its choice in the 
operation of its power business— 
whether it be through private or pub- 
lic ownership. 

There is something constitutionally 
wrong in a situation in which the Fed- 
eral government can come into any 
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THE UNFAIR PREFERENCE FOR PUBLIC POWER 


area, build dams, flood productive 
lands to provide protection for down- 
stream states, generate power at those 
dams, then tell any state that the 
major portion of the power will go to 
preferred public power agencies in 
other states unless that state is willing 
to go public power. 


The socialistic implications of the 
public power preferences are begin- 
ning to receive the recognition that 
they deserve. At a meeting of the 
Missouri Basin Interagency Commit- 
tee in April, 1951, the committee was 
urged to seek modification of existing 
Federal laws. As reported in the 
Sioux City (Iowa) Journal on April 
19, 1951: 


The suggestion was made before the 
river development policy group by a 
long-time river program supporter, 
George R. Call of Sioux City. Call is 
a director of the Mississippi Valley 
Association and a member of the ad- 
visory board of the Federal barge 
line... . 

Call appeared before the inter- 
agency committee asking how addi- 
tional power could be obtained for 
Sioux City for defense industries. He 
was told that sale to private companies 
could be made only after demands of 
rural electrification associations were 
satisfied. 

“It is disturbing when businesses 
moving to the Midwest want power 
and we have to tell them it’s not avail- 
able,” he said. “If we are going to 
be limited, I don’t know how any man 
believing in free enterprise can sup- 
port the river program.” 


A a meeting of western public util- 
ity commissioner representatives 
at Seattle, Washington, in May, 1951, 
the following resolution was adopted : 


! contained 
in various Federal statutes give pref- 


WHEREAS, provisions 


erence to public bodies and co-opera- 
tives in the sale of electric power 
produced at government power plants, 
which preferences unjustly discrimi- 
nate against numerous citizens and 
electric users who are served by elec- 
tric utility companies under state 
commission regulation; and 

WHEREAS, such preferences have 
been and are being used to foster and 
expand public power projects to the 
detriment of the customers of regu- 
lated utilities ; and 

Wuereas, the benefits of power 
produced at Federal projects should 
be made available to all users of elec- 
tricity on equal terms ; Now Therefore 
Be It 

Resotvep, that the Congress of 
the United States be urged to adopt a 
Federal power policy which will make 
the power generated at Federal proj- 
ects available to all citizens and users 
without discrimination, and that the 
provisions contained in _ existing 
statutes relating to the disposition of 
electric power and energy from Fed- 
eral projects be rescinded. 


To this, I subscribe. The right to 
obtain government power should be in 
accordance with the requirements of 
public convenience and necessity, and 
not on the basis.of ideologies imposed 
by law. 

Federal power projects are costing 
the taxpayers of the nation not mil- 
lions, but hundreds of millions, of dol- 
lars. These monumental develop- 
ments are tax free, and have all the 
low-interest credit and borrowing 
power of the Federal government be- 
hind them. 

Power users—as American citizens 
and taxpayers — are entitled to equal 
treatment from government agencies, 
even though their electric needs are 
supplied by the private enterprise 
system. 
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California’s Progress in Public 
Utility Regulation 


Regulation in California has come a long way since it was 

constitutionally established in 1911 as a reform measure of the 

late Senator Hiram W. Johnson, then governor. This ts an 

account of what regulation of California utilities has accom- 
plished, especially during the last decade. 


By THE HONORABLE R. E. MITTELSTAEDT* 
PRESIDENT, CALIFORNIA PUBLIC UTILITIES COMMISSION 


FEW weeks ago, I happened to 

A have dinner with a group of 

friends and the talk turned, as 

it frequently does these days, to the 
inflated cost of living. 

One person commented particular- 
ly upon the stratospheric heights to 
which the price of meat has soared. 

Another said that, despite Federal 
controls, rentals were rising seriously. 

At this juncture, one of the men, 
looking obliquely at me, said that his 
concern was directed toward other 
fundamental factors of living costs 
aside from meat and rentals; namely, 
utility rates. 

“They’re simply out of sight,” he 
declared. 

I said I didn’t think so; that my col- 
leagues and I of the California Public 
Utilities Commission had done every- 


*For additional personal note, see “Pages 
with the Editors.” 
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thing consistently possible under the 
California Public Utilities Act to see 
to it that consumer rates of utilities 
under regulation were held at reason- 
able levels, while, at the same time, 
allowing those utilities to earn a fair 
return on their investment in the 
property they had dedicated to public 
use. 

At that particular moment, I should 
like to have emulated the heroine of a 
recent popular motion picture and 
been able to cite a hatful of portentous 
sounding statistics to support my 
disclaimer. 

Unfortunately, I was unable to do 
this. While the California commis- 
sion’s research division is equal in ef- 
ficiency to any in the nation, we had 
not at that time directed our attention 
to an analytical survey to determine 
just how far utility rates had risen 
percentagewise in the last decade in 
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comparison with other living costs. As 
the conversation at the dinner table 
went on, I made a mental reservation 
to inquire into the matter in order to 
obtain those comparative figures. 


HE very next day, our research 

division began working on the 
assignment to determine what per- 
centage increases had been allowed in 
California utility rates within the past 
ten years. 

It seemed pertinent to include what- 
ever material might be collected in this 
manner in our annual report to the 
governor covering the fiscal year end- 
ing June 30, 1950. 

The research work was worth 
while. 

First, its results disclosed, without 
question, that utility services are 
about the cheapest item in living costs 
the Californian encounters these days. 

Second, the inquiry indicated that 
California utility rates are apparently 
among the lowest in the nation. 

Third, results of the research seem 
to prove that regulation in California 
regulates for the benefit of both the 
consuming public and the utility itself 
—since, on the one hand, rates are 
held to a low level, while on the other, 
the privately owned system provides 
a fair and adequate return to the in- 
vestor plus a by-product of taxes for 
the government. 

The results achieved through the 
decade of regulation under review 
seemed to me to be attributable — at 
least to some extent—to the solid 
body of tradition which now under- 
lies the viewpoint and work methods 
of the California commission. 

Figures assembled by our research 
division indicated that for the period 


August 15, 1939, to June 15, 1950, 
food costs in the San Francisco area 
increased 128.5 per cent; clothing, 
78.2 per cent; and general cost of 
living, 74.3 per cent. (All apparently 
have risen beyond these figures since. ) 

In contrast to these, commission 
records revealed that there were no 
increases in the basic rates of Califor- 
nia gas utilities from July 1, 1939, to 
July 1, 1946, but on the contrary sub- 
stantial rate reductions. 


URING the 4-year period, July 
1, 1946, to June 30, 1950, the 
commission authorized increases in 
the rates of California gas utilities 
which resulted in average increases in 
gas bills of only 6.3 per cent. From 
July 1, 1937, to June 30, 1950, reduc- 
tions in basic gas rates exceeded in- 
creases by over $5,000,000, in terms 
of annual charges to customers. Ef- 
fective February 18, 1951, the com- 
mission authorized an interim 11.5 
per cent surcharge for Pacific Gas and 
Electric gas sales, pending the com- 
pletion of the current rate proceeding. 
An analysis of electric rate in- 
creases was ‘equally informative. 
From July 1, 1939, to July 1, 1947, 
there were no increases in the basic 
rates of electric power in California, 
and in the 3-year period, July 1, 1947, 
to June 30, 1950, the commission 
authorized rate increases to certain 
California electric utilities amounting 
to about 3.2 per cent of the total rev- 
enues of regulated electric companies. 
Here, also, reductions in basic rates 
during the period July 1, 1937, to 
June 30, 1950, exceeded increases, by 
over $6,000,000 in annual charges. 
The research division reported that 
on January 1, 1940, the residential 
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electric bill in San Francisco was 
$2.99 for 100 kilowatt hours. On 
January 1, 1950, the bill for the same 
amount of energy was $2.82. 

On April 15, 1950, the commission 
authorized an electric rate increase in 
the San Francisco area which raised 
the bill to the 1940 level of $2.99. 

Between July 1, 1937, and June 30, 
1947, telephone rate levels were re- 
duced by more than $8,500,000 in 
terms of annual billings. From July 
1, 1947, to June 30, 1950, the com- 
mission authorized increases aggre- 
gating about $62,000,000 on an an- 
nual basis, or 25.9 per cent of annual 
operating revenues. 


we several years, our engineers 
have filed with the commission 
computations comparing so - called 
“typical” total monthly bills for resi- 
dential usage of gas, electricity, and 
telephones in the 25 largest cities of 
the nation, including the California 
cities of San Francisco and Los 
Angeles. 

Both San Francisco and Los 
Angeles have ranked high on this list 
of cities for enjoying very low typical 
total monthly bills. The comparison 
disclosed that as of June 30, 1950, San 
Francisco stood first among the cities 
in excess of 500,000 population, while 
Los Angeles stood first among the 
cities of the nation with a population 


e 


exceeding 1,000,000, for having the 
lowest typical combined bill. 

The typical total bill was obtained 
by computing and adding together 
the cost of 30.6 therms of gas, 75 
kilowatt hours of electricity, and the 
monthly flat rate for a 2-party hand- 
set telephone. 

The story with regard to transit 
fares was not so encouraging. Yet in- 
creases in this field lagged consider- 
ably behind other living cost advances. 
Computations for the 10-year period 
indicated that local transit fares in 
California increased 39.4 per cent, 
while intercity rail rates, fully as sen- 
sitive to rising costs as the local 
operations, revealed increases in the 
10-year period which range from 16,7 
per cent to 25 per cent. In no instance 
were these intrastate fares higher than 
those authorized on a national basis 
by the Interstate Commerce Com- 
mission. 


Beane: statistics revealed that the 
commission and its staff have per- 
formed singularly well in perhaps the 
most inflationary period in American 
history. Coupled with this was the 
interesting fact that never before in 
history has an American common- 


wealth witnessed the tremendous 
population growth which caused Cali- 
fornia in 1950 to almost burst its 
seams. 


gas utilities from July 1, 1939, to July 1, 1946, but on the 


q “... there were no increases tn the basic rates of California 


contrary substantial rate reductions. During the 4-year 
period, July 1, 1946, to June 30, 1950, the commission 
authorized increases in the rates of California gas utilities 
which resulted in average increases in gas bills of only 6.3 


per cent.” 
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In ten years, the state’s population 
increased by 3,678,836 persons, which 
represented 194 per cent of the total 
population increase in the United 
States in the same period. 

Putting it another way — Califor- 
sia’s population increase during the 
past decade exceeded the total increase 
in all the New England states, plus 
New York, New Jersey, Pennsyl- 
vania, and Delaware. 

California had the highest percent- 
age population increase of any state, 
53.3 per cent compared to the nation- 
wide increase of 14.5 per cent. 

This influx of new people in the 
greatest westward migration of his- 
tory has had a tremendous impact and 
profound effect upon every phase of 
California living—from the time it 
takes the restaurant to bring you your 
morning cup of coffee to the held or- 
der problems of telephone utilities and 
the necessity for the supplier of nat- 
ural gas to tap Texas fields. 


An idea of what the population 
surge has meant in terms of dol- 
lars invested by major California 
utilities to provide service can be 
gained from other figures developed 


by our research and_ valuation 
divisions. 

The capital growth has been noth- 
ing less than phenomenal. 

For example, comparative 1938 and 
1949 investment figures for major 
water, gas, telephone, and electric 
utilities, in terms of undepreciated 
rate base, are as follows: water, $43,- 
207,000 in 1938, and $88,602,000 in 
1949, an increase of 105.1 per cent; 
gas, $295,820,000 in 1938, and $533,- 
061,000 in 1949, an increase of 80.2 
per cent; telephone, $381,957,000 in 
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1938 and $968,622,000 in 1949, an 
increase of 153.6 per cent; electric, 
$929,465,000 in 1938, and $1,496,- 
435,000 in 1949, an increase of 61.0 
per cent. 

The over-all investment (rate base) 
of 22 major California utilities, in- 
cluding minor steam-heat operations, 
grew from $1,653,002,000 in 1938, to 
$3,089,385,000 in 1949, an 86.9 per 
cent increase in eleven years. 

These 22 companies account for 
more than 98 per cent of the total cus- 
tomers, sales, and revenues of the 
utilities under the California com- 
mission’s jurisdiction. 

In view of the significantly low 
increases in costs to consumers author- 
ized by the commission during the 
decade alluded to, it is enlightening to 
inquire as to how the utilities fared in 
regard to earnings. 


N the inflationary postwar period, 

it became necessary to increase the 
rates of utilities because of three prin- 
cipal reasons: First, they encountered 
increases in their wage levels; second, 
they experienced increases in the cost 
of materials, equipment, and services 
for both operation and construction; 
and, third, their tax rates were sharp- 
ly increased. The causes given are, of 
course, interrelated. Impact of the in- 
creases in expense has been offset to 
some extent by lower interest rates. 
The relatively high labor component 
in the transportation and communica- 
tion industries is a strong contribut- 
ing factor to the proportionately 
greater rate increases those utilities 
have required during the postwar 
years. 

It is interesting to note, too, that 
the 1949 tax bill of the major Cali- 
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Evolution of California Regulation 


—ye the approximately four decades since 1911, the commission 

has produced fifty volumes of formal opinions and decisions 

which have served to clear the underbrush from many thickets of quon- 

dam controversy. This has resulted in the commission today being able 

to operate upon a background of theory and precept painstakingly de- 

veloped over the years. The result has been .. . regulation that regulates 
in the public interest.” 





fornia utilities was more than double 
what the same utilities paid in 1939— 
$115,889,000 compared to $49,753,- 
000. The amount of utility taxes per 
average customer in California in- 
creased from $33.41 in 1939 to $48.46 
in 1949, or about a 45 per cent 
increase. 


} pean the calendar year 1949, the 
major California utilities earned 
an average of 4.98 per cent on depre- 


ciated rate base. Broken down by 
types of service, the gas utilities for 
this period had a rate of return of 
5.35 per cent; the electric utilities, 
5.18 per cent; the water utilities 4.42 
per cent; and the telephone utilities, 
including the intrastate operations 
only of the Pacific Telephone & Tele- 
graph Company, 4.53 per cent. 

For the calendar year 1948, the cor- 
responding rates of return were: gas, 
7.57 per cent; electric, 4.60 per cent; 
water, 4.41 per cent; telephone, 4.76 
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per cent, or an over-all average rate 
of return of 5.11 per cent. 

It should be borne in mind that 
these rates of return are averages for 
the years in question. They do not 
reflect the full effect of higher rates 
authorized for individual companies 
during the particular years involved. 
As a matter of fact, the California 
commission in the postwar period has 
generally allowed rates of return 
ranging between 5} per cent and 6 per 
cent for gas, electric, and water 
utilities. As examples, on August 29, 
1950, the commission authorized a 
rate of return for the Southern Cali- 
fornia Gas Company of 54 per cent 
on an undepreciated rate base or 5.99 
per cent on a depreciated rate base. A 
decision of October 4, 1949, author- 
ized 5.9 per cent for the Pacific Gas 
and Electric Company, on an unde- 
preciated rate base. In 1950, the 
Southern California Water Com- 
pany was allowed a 5.8 per cent return 
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on an undepreciated rate base, and 
other examples might be enumerated 
illustrating commission policy on 
rates of return. 


NDER the earnings allowed, Cali- 
fornia utilities have been enabled 
generally to obtain sufficient credit for 
expansion and provide what I believe 
to be very good service. 

This service had been getting pro- 
gressively better since the war until 
the Korean situation again began to 
develop materials and labor shortages. 

Until then, California utilities had 
managed to whittle away at their held 
orders and extend the type of efficient 
service to which their customers had 
become accustomed in the period be- 
fore World War II. 

Work of the California commission 
in the field of regulation is based upon 
a solid background of tradition and 
experience. 

The national reform movement 
that surged forward during and after 
the presidency of “Teddy” Roosevelt 
had its counterpart in California in 
1911 when the late United States Sen- 
ator Hiram W. Johnson became gov- 
ernor of the state. Johnson, a true 
progressive of the period, was elected 
on a slogan pledging him to break the 
grip of large corporate interests on 
the state government of that time. 

One of the governor’s early and 
major steps was the formulation of 
plans for the establishment of a regu- 
latory body with broad powers to 
hold investigations, take evidence, is- 
sue subpoenas, and establish by regu- 
latory and judicial action just and 
reasonable rates which various types 
of public utilities would be permitted 
to charge the people of California. 





CALIFORNIA’S PROGRESS IN PUBLIC UTILITY REGULATION 
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The California Public Utilities Com- 
mission is both a court and an admin- 
istrative tribunal. 


HE commission, as we know it to- 

day, was created by constitu- 
tional amendment which was ap- 
proved by the people October 10, 
1911, and _ subsequently clarified 
through the enabling provisions of the 
Public Utilities Act, which was ap- 
proved by the legislature December 
23, 1911, and became effective March 
23, 1912. To this act there was a 
series of amendments and supple- 
ments. 

For example, the early sponsors of 
what was then the California Rail- 
road Commission could not foresee 
the large part highway and city truck 
carriers would later play in the trans- 
portation industry of California. 

As this truck transportation indus- 
try grew, and as the problem of its 
regulation became pressing, the indus- 
try was brought under the jurisdiction 
of the commission by the legislature 
in a series -of supplemental statutes 
which are now included in the High- 
way and City Carriers acts, approved 
in 1935. There is room for improve- 
ment in these acts. 

As a point of interest, the Califor- 
nia commission has five major depart- 
ments — transportation, public utili- 
ties, finance and accounts, legal, and 
the department of examiners. The 
so-called “housekeeping” department 
is the administrative, which has 
charge of the commission budgetary 
affairs, personnel, docketing, filing, 
and similar over-all administrative 
tasks. 

The names of the other depart- 
ments are self-explanatory. 
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Newest of these is the department 
of examiners, which was created 
three years ago to speed up the com- 
mission’s work by implementing the 
adjudicatory function of the com- 
mission. 


| agprgguers and financial experts of 
the other departments (except 
the legal and the department of ex- 
aminers) are constantly engaged in 
surveying the annual and monthly re- 
ports of the utilities filed with the 
commission; in studying any increase 
or decrease in earnings; and in pre- 
paring analyses and estimates in con- 
nection with commission investiga- 
tions and applications for rate in- 
creases which latter have been received 
by the commission in what seems to 
be ever-increasing frequency during 
the present period of inflation. 

The staff of the commission, with a 
few exceptions, is under civil service. 
It consists of some five hundred em- 
ployees, a large portion of whom are 
highly educated and _ extensively 
trained technicians. 

Since the commission functions as 


both a court and an administrative 
tribunal, it has the power to subpoena, 
to take testimony under oath, and to 
function in all respects as a court of 
record. Commission decisions are re- 
viewable in California by only one 
state tribunal; namely, the California 
State Supreme Court. 

Commissioners are appointed by 
the governor with the consent of the 
state senate for staggered terms of six 
years each. 


(y= the approximately four dec- 
ades since 1911, the commission 
has produced fifty volumes of formal 
opinions and decisions which have 
served to clear the underbrush from 
many thickets of quondam contro- 
versy. 

This has resulted in the commission 
today being able to operate upon a 
background of theory and precept 
painstakingly developed over the 
years. 

The result has been—as most Cali- 
fornians familiar with the subject 
would, I think, agree—regulation that 
regulates in the public interest. 





al over-all tax ceiling on an individual's income is 
now 88 per cent, and the House bill would raise this to 


90 per cent. On all income over $80,000 a year a person would 
pay 944 per cent. In other words, such a person would be 
working about nine days out of ten for the Federal government, 
and would spend alarge part of the remainder of his time work- 
ing for state and local governments. There is no justification 
in morals nor in economics for such seizure of private income. 
It is only a short step removed from Communism, which begins 
with the liquidation of the wealthy and extends down the line 
until there is a general leveling of income accompanied by the 
distribution of poverty.” 

—Excerpt from New England Letter, published by 

The First National Bank of Boston. 
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The Federal Family Fight for 


Power over Power 


ParT II 


In the first instalment of this 2-part series, the background of 

Interior Department’s ambition to control all forms of Federal 

property licensing was explored. This article explains pending 

litigation between Interior and the Federal Power Commission 
in the Federal courts. 


By RAY TUCKER* 


HE Idaho Case, discussed in the 
Tis part of this article,’ was the 

first to furnish a preview of Sec- 
retary Chapman’s ultimate aims. This 
was the case involving the attempt by 
Interior to limit the use of a private 
utility’s transmission line across gov- 
ernment lands, through conditions im- 
posed via an Interior Department per- 
mit. 

Interior’s jurisdictional ambitions 
in the Roanoke hydro license litiga- 
tion, however, constitute a more basic 
and serious threat to FPC and the pri- 
vate utility industry. This seems ob- 
vious from the fact that the govern- 
ment’s decision to appeal the Idaho 
ruling, as well as FPC’s action on 


*For personal note, see “Pages with the 
Editors.” 

1Pustic Utrmitres FortTNIGHTLY, Volume 
XLVIII, No. 5, page 267, 


PG&E’s Kings river, California, appli- 
cation, have been held up pending the 
Roanoke river outcome before the 
Richmond court. The court happens 
to be a respeeted and independent Fed- 
eral tribunal. Only recently, and de- 
spite U. S. Supreme Court findings 
seemingly to the contrary, it held that 
the Federal government cannot dis- 
rupt South Carolina’s school system 
and customs by enforcing a nonsegre- 
gation program. 

This litigation concerns an applica- 
tion by the Virginia Electric & 
Power Company to construct, operate, 
and maintain, under the Federal 
Power Act, a $27,000,000, single-pur- 
pose power project at Roanoke Rapids, 
North Carolina, on a river of the same 
name. The company, when it applied 
on October 6, 1948, contemplated im- 
mediate construction to serve a rapidly 
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growing market. Its economic and en- 
gineering plans had been approved by 
FPC’s staff, the Army Engineers, and 
the Department of Agriculture. 

The license would have been issued 
immediately if, on January 6, 1949, 
after President Truman’s re-election, 
Secretary Chapman had not interposed 
written objections. Although FPC de- 
nied that Interior had any legal right 
to intervene, it permitted the Cabinet 
member, “‘as head of one of the co- 
ordinate departments of the United 
States,” to introduce relevant evi- 
dence. After extensive hearings in 
May of 1949, Frank A. Hampton, 
FPC’s chief presiding examiner, dis- 
missed the Chapman objections, and 
recommended issuance of the license. 
After two more reopenings and hear- 
ings in November of 1950 and Janu- 
ary of 1951, the FPC granted the li- 
cense with the usual terms and condi- 
tions safeguarding the government’s 
future interests. 

Again Secretary Chapman took is- 
sue with FPC’s action. He asked for a 
judicial review, and the Richmond 
hearing is the result. Public utility his- 
tory may be written there. An adverse 
decision there, in addition to Secretary 
Chapman’s Idaho reverses, may induce 
President Truman to terminate the 
feud. 


pong Chapman’s contention 
that FPC lacks licensing jurisdic- 
tion here is based on an interpretation 
of the 1944 Flood Control Act which 
FPC lawyers, as well as Mr. Hamp- 
ton, hold to be entirely erroneous. In 
brief, the Cabinet member argues that 
the 1944 legislation virtually super- 
sedes the basic Federal Power Act of 
1920, which authorizes FPC to issue 


licenses for water-power development 
on navigable streams and their tribu- 
taries without any prejudice for or 
against private or public interests. 

Mr. Chapman argues that § 10 of 
the 1944 Flood Control Act listed the 
Roanoke river basin as one of many 
to be reserved for “comprehensive” 
development by the United States. 
Therefore, he continues, all eleven po- 
tential water-power sites on the river 
must be developed only by the Federal 
government. As he does in the case of 
Kings river, Mr. Chapman maintains 
that the inclusion of the Roanoke river 
in any “comprehensive” program has 
the effect of “integrating” it with flood 
control, navigation, fish and wildlife 
protection, etc. 

Therefore, he maintains, the Roa- 
noke river falls under his jurisdiction 
in toto and perpetually. It matters not, 
he says, that the Roanoke Rapids proj- 
ect itself, and others like it, happens 
to be a single-purpose, water-power 
development. The mere fact that it lies 
within a basin where these other im- 
provements are to be developed many 
years from now, if ever, gives him im- 
mediate, permanent, and final author- 
ity over all water-power projects with- 
in that area. So contends Mr. Chap- 
man. 


PC lawyers reply that mere “ap- 

proval” by Congress of a “compre- 
hensive” river or basin development 
does not constitute a mandate for Fed- 
eral development. General approval of 
a long-range, water-power and con- 
servation program, they point out, has 
never meant specific “authorization” 
for public construction, operation, and 
ownership. In support of their argu- 
ment, they quote such eminents as the 
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late Senator George W. Norris, the 
“father of public power,” Vice Presi- 
dent Barkley, and many Supreme 
Court decisions. 

“The argument of the Secretary,” 
says FPC Counsel Gatchell in his brief, 
“has a radical and far-reaching effect 
on the jurisdiction of this commission. 
If that argument is sound, it must be 
applied to every river system for which 
Congress has approved, or in the fu- 
ture may approve, a general compre- 
hensive plan of development, and the 
Chief of Engineers has submitted gen- 
eral development plans for practically 
every major river basin in the coun- 
try.” 


a pete on his written and 
oral arguments in talking with 
the writer, Mr. Gatchell noted that 
Congress had “approved” general 
plans for development of 97 per cent 
of the rivers and tributaries of the 
country. Interior’s current demand for 
authority to make a survey of the 
Merrimac and Connecticut basins in 
New England, which has been rejected 
by Congress, would increase this total 
to almost 100 per cent. 

The point was well argued before 
FPC that there is a vast difference 
between congressional “approval” and 
“authorization”—a difference which 
Mr. Chapman apparently fails or re- 
fuses to recognize. In many instances, 
the FPC staff counsel recalls, economic 


= 


trends such as population or industrial 
shifts, as well as geographic variations, 
may transform a once productive 
stream and adjacent area into a ghost 
terrain. 

“Under the Chapman theory,” the 
FPC supporters say, in effect, “every 
piddling or commercially valuable 
stream in the United States must be 
developed by him, without consulting 
the Federal Power Commission, sim- 
ply because Congress included it in a 
‘comprehensive’ blueprint many, many 
years ago, and even though some fu- 
ture Congress may change its mind as 
to the importance and the comprehen- 
siveness of that particular neck of the 
woods.” 


| summarizing FPC’s argument 
against Interior in the Roanoke 
river litigation, which brings to boil- 
ing point the two agencies’ disagree- 
ment, FPC Counsel Gatchell stressed 
these questions : 

(1) Flood-control legislation means 
what its title indicates and defines ; (2) 
production of hydroelectric power is 
entirely secondary on flood-control 
projects; (3) service of hydroelectric 
energy to preference customers is 
merely the long-established policy of 
Congress for disposing of by-product 
electric energy derived from projects 
affecting navigation, flood control, or 
reclamation; (4) congressional ap- 
proval of a general plan for a specific 


FPC’s attorneys and engineers introduced a factor of 


q “In both the Roanoke river and Kings river controversies, 


immediate bread-and-butter importance. They emphasized 


that, despite Interior's intervention and the ensuing delays 
of construction, Secretary Chapman had neither con- 
gressional funds nor authorization for these projects.” 
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river system does not preclude private 
development of sites within that sys- 
tem; (5) power policy under the Flood 
Control Act is the function of the FPC 
and the Chief of Army Engineers; 
(6) the only duty of the Secretary of 
the Interior (after the project has been 
planned and constructed) is to receive 
the energy for marketing, and to give 
preference to certain classes of cus- 
tomers. 


_ about the Chapman conten- 
tion, which the Denver lawyer 
has voiced at every opportunity before 
FPC hearings and congressional com- 
mittees, that “selfish private interests” 
were his principal opponents in this 
jurisdictional controversy? Fact is 
that, if Interior’s claim of a Federal 
monopoly of water-power develop- 
ment is upheld, remote bureaucratic 
direction and supervision of everyday 
operations will bear as heavily against 
states, cities, co-operatives, and other 
public bodies as it will against the pri- 
vate utility industry. All will row a 
boat captained by the Secretary of the 
Interior. 

On the question of comparative 
rates under public and private develop- 
ment, FPC Attorney Gatchell had this 
to say, in his oral and written argu- 
ments : 


. . . the Secretary’s proposal assumes 
that a licensee under the Federal Power 
Act can make unjustified and unwar- 
ranted profits out of use of water re- 
sources which belong to the general 
public. Undue profits are not compati- 
ble with the restrictions and limitations 
imposed by Congress upon licensees 
under the Federal Power Act, to pre- 
vent undue profit. And we are not will- 
ing to concede such ineffectiveness 
either in the statute itself or in its ad- 
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ministration (by the FPC—ed.’s note), 


On this same question, FPC law. 
yers, accountants, and engineers de- 
rided the accuracy of Interior’s eco- 
nomic analyses. Whereas FPC found 
Vepco’s estimates of rates and income 
to be sound, its combined staffs said 
that Interior’s figures “had no basis in 
reality.” They also added that Secre- 
tary Chapman’s statisticians had “neg- 
lected” to study FPC’s system of com- 
puting costs, income, and rates. 


ys both the Roanoke river and Kings 
river controversies, FPC’s attor- 
neys and engineers introduced a factor 
of immediate, bread-and-butter impor- 
tance. They emphasized that, despite 
Interior’s intervention and the ensuing 
delays of construction, Secretary 
Chapman had neither congressional 
funds nor authorization for these proj- 
ects. As a matter of fact, Capitol Hill 
hostility toward Interior’s invasion of 
the power field through REA and 
reclamation expansion, which was re- 
flected in sharp reductions of Interior's 
1952 budget requests, makes it doubt- 
ful that Congress would “authorize” 
these projects on Mr. Chapman's 
terms. Thus an Interior victory might 
be Pyrrhic in that it would mean con- 
tinued wastage of these valuable na- 
tional resources. 

Such an indefinite postponement, 
FPC lawyers warned, would be “un- 
thinkable,” in light of the demand for 
prompt development by Congress, 
President Truman, and Army Engi- 
neers. As against further delay under 
the Chapman program, the private 
companies involved in the three dis- 
putes would have begun construction 
several years ago, had it not been for 
the jurisdictional squabble. 
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—— 


Parallel FPC Test Cases 


é< pe the Roanoke river and Kings river cases are almost parallel 

as to their legal aspects, the decision at Richmond may be historic 

with respect to future Federal control and direction of the economic 

life of the nation, and especially water-power progress. It is not likely 

that President Truman would permit Secretary Chapman to appeal 

a second adverse court of appeals ruling to the Supreme Court of the 
United States on the eve of the 1952 presidential election.” 





T Justin Moorg, counsel for Vep- 
e co at FPC hearings, expressed 
the general fear that judicial approval 
of the Chapman thesis in the realm of 
water power would establish a prece- 
dent for giving the government simi- 
lar authority over many enterprises 
having only a remote or slight connec- 
tion with operations of a general wel- 
fare or interstate kind. It is interesting 
that the Richmond lawyer made this 
observation before Secretary Chap- 
man’s Chicago address gave substance 
to the conclusion. 

“The sole purpose of supplying 
commodities to consumers at lower 
rates,” said Mr. Moore, “even assum- 
ing that could be accomplished here by 
government construction, by bare dis- 
placement of private enterprise with- 
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out performance of any other public 
service, has not been recognized by 
Congress or by the courts, as a proper 
public purpose to be undertaken by the 
Federal government. That has no more 
been recognized as a Federal public 
purpose in the field of public power 
than it has been in that of any other 
commodity or industry. 

“Were such a decision reached as to 
electric power, the principle would be 
equally applicable for Federal govern- 
ment displacement of private enter- 
prise in all business enterprises. We 
have not yet reached that stage, either 
in law or policy, and we may never 
reach it, although it is fundamentally 
the premise of the Secretary of the In- 
terior in this case.” 

FPC Lawyer Gatchell raised an- 


SEPT. 13, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


other aspect of this question. While 
recognizing the desire of co-operatives 
in this area for lower rates, he pointed 
out that Congress had never author- 
ized construction of single-purpose, 
hydroelectric plants solely to serve this 
class of customers. Therefore, in re- 
plying to the co-ops’ pro-Interior 
argument, he said that they have no 
claim to exclusive Federal construc- 
tion of the Roanoke river project, 
even if it would mean lower rates to 
them, which he doubted. 


HE Kings river dispute bears a 

close resemblance to the North 
Carolina controversy, but, as in all 
three disagreements with FPC, Mr. 
Chapman has altered his argument to 
conform with changed conditions. It 
concerns the proposed construction of 
a single-purpose power project on the 
North Fork and main channel of Kings 
river in central California, and a power 
plant at Pine river dam further down- 
stream. PG&E has applied for a license 
for the upper river development, and 
the Fresno Irrigation District for the 
Pine river plant. 

Secretary Chapman opposes both 
applications, which were first made in 
1948. His opposition is based on the 
fact that he plans to build a single-pur- 
pose plant “some day” on the same 
stretch of Kings river. Whereas In- 
terior demands jurisdiction over Roa- 
noke river because this basin was once 
included in a “comprehensive” devel- 
opment plan by Congress, it seeks to 
take over Kings river by application 
of this same thesis in a retroactive 
manner. 

Although Mr. Chapman concedes 
that the proposed Kings river con- 
struction consists merely of a single- 
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purpose power system, and, therefore 
subject to FPC disposition on its face, 
he contends that it must be included in 
the comprehensive, $3.5 billion Cen. 
tral Valley project. Since that program 
has navigation, flood-control, and rec- 
lamation aspects, inclusion of Kings 
river within its scope would tend to 
bulwark Interior’s claim for jurisdic. 
tion. 

Oddly enough, Secretary Chapman 
seems none too sure of the validity of 
this contention. For, even while assert- 
ing it before FPC hearings, his legal 
staff wrote and persuaded Representa- 
tive Cecil White, a California Demo- 
crat, and ex-Representative Helen 
Gahagan Douglas before him, to in- 
troduce four different bills designed to 
give Mr. Chapman the authority he 
says he now possesses. The bills ask 
Congress, retroactively, to declare that 
Kings river is an integral part of Cen- 
tral valley, and to vest all authority for 
its construction and development in 
Interior. 


yore holding eleven hearings on 
the White bills, and listening to 
the Cabinet member’s pleas for favor- 
able action, the House Public Lands 
Committee pigeonholed them more 
than a year ago. So far they have not 
been reintroduced at the 82nd session, 
presumably because Secretary Chap- 
man prefers to await the Richmond 
court’s verdict before resuming this 
flank attack on Capitol Hill. 

FPC lawyers, however, cite the leg- 
islative and chronological history of 
the Kings river project as evidence 
that Interior’s attempt to tuck it into 
the Central valley program is both an 
afterthought and a subterfuge. They 
note that it was not included in the 
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original congressional authorization 
for the larger development. Indeed, as 
FPC briefs recite, Congress has re- 
peatedly rejected Interior’s requests 
that the two be joined. Therefore, 
FPC’s attorneys regard the construc- 
tion planned by PG&E and the Fresno 
Irrigation District as relatively local 
affairs that will have only a restricted 
effect on the immediate areas. Neither 
will have any material effect on flood 
control, navigation, or reclamation, ac- 
cording to the commission’s findings. 


payne 1945 plan for Central val- 
ley, for instance, contained no men- 
tion of the cost or feasibility of the 
Kings river construction. As a result 
of this omission, it was not submitted 
to the state of California or the Army 
Engineers for their consideration, in 
accord with the requirements of the 
1944 Flood Control Act. 

In fact, the first mention of Kings 
river in connection with Central valley 
came in March of 1948, and subse- 
quently in July of the same year. Ina 
July letter to President Truman, Sec- 
retary Chapman urged that Kings 
river be reserved for construction by 
Interior as a part of the broader pro- 
gram. In August of 1949, President 
Truman wrote Mr. Chapman that his 
report on Kings river, as well as one 
by the Army Engineers, “do not con- 
tain sufficient information with respect 


z 


to the engineering or economic feasi- 
bility to justify their approval as a 
comprehensive valley plan.” 


O* August 29, 1949, in accord with 
this White House directive, Mr. 
Chapman forwarded a report to Con- 
gress which excluded the Kings river 
project from those for which he asked 
authorization. He seemed to have 
bowed to the earlier viewpoint of the 
Bureau of Reclamation, whose head 
told the House Committee on Flood 
Control in 1944 that there was no con- 
nection between the minor and major 
development programs. 

“The Kings river project and the 
Central Valley project,” he said, “are 
separate entities, and are apart in all 
their phases, except as it may become 
desirable by agreement to arrange for 
co-ordinated operation after construc- 
tion of the Pine Flat reservoir.” 

Nevertheless, FPC’s presiding ex- 
aminer in this case, Maximilian G. 
Baron, recommended that Kings river 
basin be developed by the United 
States rather than by PG&E and the 
Fresno Irrigation District. But his re- 
port was not an unalloyed victory for 
Interior, inasmuch as Examiner Baron 
coupled it with the suggestion that the 
White House, Congress, and the 
squabbling agencies utilize the delay to 
compose their differences, and agree on 
a unified development program. 


power development is upheld, remote bureaucratic direc- 


q “|. . if Interior's claim of a Federal monopoly of water- 


tion and supervision of everyday operations will bear as 
heavily against states, cities, co-operatives, and other public 
bodies as it will against the private utility industry. All 
will row a boat captained by the Secretary of the Interior.” 
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FPC’s legal staff, as well as the ap- 
plicants for licenses, opposed this rec- 
ommendation. Emphasizing the need 
for immediate construction and serv- 
ice, FPC noted that Interior did not 
plan to develop these resources until 
1960, if then. FPC also referred to 
President Truman’s rejection of any 
thought of developing Kings river as 
part of the Central valley program. In 
November of 1949, FPC ordered issu- 
ance of licenses to the two petitioners. 


6 ine things began to happen 
quickly, albeit mysteriously. In 


December, Mr. Chapman demanded 
another rehearing, which was given 
him on March 10, 1950. On March 
21st, Mr. Chapman sent to Congress a 
blueprint for Interior’s development of 
Kings river because, he again argued, 
it was essential to fulfillment of the 
Central valley plan. Accompanying the 


Secretary’s report was a letter from 
Frank A. Pace, then Director of the 
Budget, explaining that President 
Truman now approved Interior’s pro- 


posal. Mr. Truman has never ac- 
counted for this reversal of his earlier 
objection. It is generally attributed to 
the fact that Mr. Chapman, as the ad- 
ministration’s political manager in the 
Far West, has sold the White House 
the idea that the shift would be a defi- 
nite, ballot-box advantage. 

FPC then took the two Kings river 
applications “under advisement,” and 
had taken no action as of this writing 
in early July. It may well be withhold- 
ing final decision pending the Rich- 
mond jurist’s ruling. 

Since the Roanoke river and Kings 
river cases are almost parallel as to 
their legal aspects, the decision at Rich- 
mond may be historic with respect to 
future Federal control and direction of 
the economic life of the nation, and 
especially water-power progress. It is 
not likely that President Truman 
would permit Secretary Chapman to 
appeal a second adverse court of ap- 
peals ruling to the Supreme Court of 
the United States on the eve of the 
1952 presidential election. 





CC WNSTEAD of the government's being concerned about our 
critical financial condition, campaigns are carried on 
for the spending of funds for all kinds of projects, under the 
category of general welfare. Notwithstanding record peace- 
time expenditures, planners are as busy as beavers drawing up 
blueprints and recommending ambitious programs for Federal 
aid, education, socialized medicine, social security, national elec- 
tric power, and the like, which in the aggregate run into many 
billions of dollars. As is well known, various agencies of 
the government vigorously lobby for pet projects. It is estt- 
mated that more than $100,000,000 a year is spent by the vari- 
ous Federal agencies for propaganda purposes and to spear- 
head pressure groups for pork barrel projects. While one 
naturally expects factual and reliable information from public 
servants, too often the material presented is badly distorted and 

the costs of projects grossly underestimated.” 
—Excerpt from New England Letter, 
published by The First National Bank 

of Boston. 
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Utility Regulation for 


Nuclear 


Energy? 


Atomic energy development is coming along at a great rate in 
both its military and peace-serving functions. We hear of the 
very definite promise of atomic-driven ships, submarines, air- 
planes, and electric power generators. But no such rush towards 
perfection has been observed in the corollary field of regula- 


tion of atomic energy. This article explores the reasons for 
this lag and what can be done about it. 


By JOHN P. CALLAHAN* 


HE title of this article reminds 
ie of the two-year-old boy’s 
mother who spent most of her 
time worrying about what career he 
would pursue twenty-odd years later. 
We are concerned here with the regu- 
latory aspect—or lack of it—of atomic 
energy as it may be used for the gen- 
eration of electricity on a large, com- 
mercial scale. Admittedly, research 
into the nuclear furnace and its adap- 
tation for commercial use is still in the 
preliminary stage. 
However, unlike the lad’s mother 
who can do little right now to influence 
his decision on a livelihood, the utility 


*For personal note, see “Pages with the 
tors.” 
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industry and the many Federal, state, 
and local control agencies that hover 
over it can do some timely thinking 
that might help them to intelligently 
direct constructive thinking on regula- 
tory problems concerning atomic en- 
ergy for the generation of electricity. 

The state utility commissions ap- 
pear to have done nothing along this 
line, nor have leading engineers in the 
industry given much thought to the 
regulatory problem. If they have, no 
one seems to have heard them. Their 
answer, in effect, is : ““There’s nothing 
to talk about. Regulation will follow 
installation.” 

During the past year the industry 
has passed many important, significant 
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milestones in the journey that may 
revolutionize power production within 
a quarter-century. 

Pilot plants have been working; be- 
times the Atomic Energy Commission 
continues intensive research that 
brings closer the day when electricity 
for commercial use may be made from 
nuclear reactions, plants that burn 
atomic fuel. 


HOSE who would defer considera- 

tion of the regulatory aspects 
point to the true but not final argument 
that present plant efficiency is such 
that atom-generated power is nowhere 
near competitive with conventional 
generating methods, “So why worry 
about regulation?” 

However, on the other hand, the 
span of years is being narrowed as 
scientists and engineers grope their 
way out of the darkness of experiment. 

The prognosticators are more fre- 
quently giving more indications that 
the day of the nuclear furnace is not 
too far off. No less an authority than 
Dr. Robert F. Bacher, when he was 
a member of the AEC, suggested in 
a paper he prepared early in 1949 that 
we should have nuclear reactors “with- 
in eight or ten years.” Harry A. 
Winne, vice president in charge of en- 
gineering policy for the General Elec- 
tric Company, said recently that within 
two or three years scientists and engi- 
neers of the Knolls Atomic Power 
Laboratory operated by GE at Sche- 
nectady, New York, for the AEC, 
expect to have running a small experi- 
mental atomic power plant, actually 
generating useful electric power. He 
did add, however, that it would re- 
quire many years before any signifi- 
cant portion of the world’s power 
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supply was generated from nuclear 
fuel. 


. might be said quite relevantly here, 

with reference to the latter part of 
Mr. Winne’s statement, that scientific 
and engineering progress are not the 
main reason for thinking commercial 
application is several decades away. 
Rather, to lean on the authoritative 
assertions of Walker L. Cisler, execu- 
tive vice president of The Detroit Edi- 
son Company, and a consultant to the 
Atomic Energy Commission, present 
plant of the utility industry is nowhere 
near obsolescence; it can never be be- 
cause of the demand for always eff- 
cient plant. Therefore, that proportion 
of the plant investment of the $20 
billion industry devoted to fuel genera- 
tion could not be discarded overnight, 
nay, even in ten or fifteen years, to 
make way for nuclear furnaces, even 
if they were practicable by that time. 
However, the nuclear furnace might 
take the place of the conventional gen- 
erating methods as the latter approach 
obsolescence. 

According to calculations made by 
The Detroit Edison Company, which 
has been working on reactor develop- 
ment at the Argonne National Labora- 
tory in Chicago, even if the reactors 
were adaptable today, the costliness of 
them would obviate any consideration 
of scrapping present plant. 

The nuclear reactor would replace 
boilers and coal handling. Unchanged 
would be the turbine generators, feed 
water heaters, pumps, etc., and 44 per 
cent of the utility’s cost would remain. 
By and large the reactor would dis- 
place only about half of plant, and 
operating under the best conditions 
with a reactor, the utility “could af- 
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Power Systems,” see Pusiic UTILI- 
TIES FoRTNIGHTLY, January 5, 1950.) 


ford” to spend $27.40 per kilowatt. 
Now, total plant, including boiler 
plant, is about $169 a kilowatt. Of 
that latter amount, the boiler plant ac- 
counts for 55 per cent of cost. 


I the industry expands over the next 
thirty years at half the rate of the 
last three decades, it will be five times 
as great, or big. About three-quarters 
of the present capability of the indus- 
try, more than 68,000,000 kilowatts, 
is in thermal capacity, or thermal in- 
stallations. One cannot imagine replac- 
ing all of the equipment at once. 
Underscoring the fact that all of the 
preceding estimates are almost value- 
less is the more realistic fact that ex- 
periment, rather than practical appli- 
cation, is the status of the nuclear 
plant today. To quote Mr. Winne, “we 
cannot today give any reliable estimate 
of the cost of nuclear fuel.” Even so, 
he expressed the belief that in time it 
may be competitive with coal and oil. 

For the present it is safe to assume 
from what has been said by authorities 
that present electric generating instal- 
lations will serve their economic life 
(thirty to thirty-five years for obso- 
lescence) before the new source of 
heat energy will have a large influence 
over future development. 

(For a detailed analysis of “How 
Atomic Power May Affect Electric 


HE McMahon Act has as one of 

its purposes “strengthening free 
competition in private enterprise.” So 
the utility industry leaders asked the 
AEC if they could work with the gov- 
ernment on research that would an- 
swer such questions as: When heat 
power reactors would be working real- 
ities, how economical the reactors 
would be compared with present power 
generation methods, when the first 
commercial application could be ex- 
pected, and—here comes a key ques- 
tion—would the Federal government 
have exclusive control of the reactors 
or would they be licensed to private 
enterprise? When such questions were 
raised, the AEC said the act contained 
the restrictive phrase: “common de- 
fense and security.” That more or less 
ended unsuccessful inquiries that be- 
gan shortly after the first atom bomb 
was dropped on Japan in 1945, when 
the (Dr. Henry D.) Smyth report was 
released and in which the utilities had 
read enough to know atomic energy 
promised to be a development of rev- 
clutionary importance to the industry. 
While the AEC’s secrecy motives 
were born of the larger, justifiable rea- 
son of national security, this unin- 
tended result has had a delaying effect 


e 


aspects point to the true but not final argument that present 


q “THOosE who would defer consideration of the regulatory 


plant efficiency is such that atom-generated power ts no- 
where near competitive with conventional generating 
methods, ‘So why worry about regulation? However, on 
the other hand, the span of years is being narrowed as 
scientists and engineers grope their way out of the darkness 


of experiment.” 
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on inquiries, the answers to which 
might hurry the day when the whole 
nation may benefit from atomic en- 
ergy-generated electricity. 


ee the AEC was unaware, or 
not fully cognizant of, the contribu- 
tions made by the engineers of the util- 
ity industry. An exception to the 
exclusion of industry leaders is 
the important—although consultative 
—post which Walker Cisler has with 
the AEC. Also, a temporary 3-man 
advisory committee was appointed 
in August, 1949, to study the 
AEC reactor-development program, to 
search out areas of mutual interest to 
the industry and the commission, and 
to make recommendations for continu- 
ing co-operation. It was the commis- 
sion’s belief that the committee’s ac- 
tivities would point up ways and 
means by which co-operative arrange- 
ments could be worked out with other 
industrial interests that do not directly 
take part in the atomic energy pro- 
gram. All of which is praiseworthy but 
none of which has to do with regula- 
tion; it’s partly informational.* 

The members of the Advisory Com- 
mittee on Co-operation between the 
Electric Power Industry and the AEC 
are Philip Sporn, chairman, _also 
president of the American Gas & 
Electric Company (in the fall of 1949, 
Mr. Sporn said it would be ten or fif- 
teen years before we may have a reac- 
tor producing electric power for com- 
mercial purposes), Walton Seymour, 
director of the division of power and 


*For review of committee report, see 
Pustic Utimitres FortNicHtLty, Volume 
XLVIII, No. 3, August 2, 1951. Page 181. 


SEPT. 13, 1951 


director of the program staff of the 
Department of the Interior, and Ed- 
ward W. Morehouse, vice president of 
the General Public Utilities Corpora- 
tion. Outside of the public utility com- 
panies are George R. Prout, head of 
GE’s operation of the Hanford Works 
near Richland, Washington, on the 
Columbia river, and Harry A. Winne. 
The latter was a member of a commit- 
tee appointed by then Secretary of 
State Byrnes in 1946 to help formulate 
American proposals for international 
control of atomic energy, later pre- 
sented to the United Nations by elder 
statesman Bernard M. Baruch. 


wy knowledge of the AEC’s 
action in the interest of national 
security is a source of comfort in a 
disturbed world, nevertheless it was 
with justifiable displeasure that many 
observers saw the Tennessee Valley 
Authority—certainly not a “security” 
or “classified” division of the Federal 
government—brought in on the AEC’s 
operations early in 1950. 

To increase—treble—its operations 
at Oak Ridge, Tennessee, the TVA, 
working with officials of the AEC, 
drew a plan for increased power sup- 
ply, which plan was disclosed before a 
House Appropriations Committee. 
The testimony showed AEC had de- 
cided to buy electric power from the 
TVA, rather than from private utili- 
ties. Aside from the fact that the 
“cheaper,” subsidized power was cost- 
lier when compared with the low rates 
charged by the tax-paying utilities, it 
does appear most incongruous that the 
TVA had to work with officials of the 
AEC. Couldn’t the AEC insure the 
secrecy of its operations by having the 
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for the AEC a pilot nuclear energy 
plant in southern Illinois. Then, too, 
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GE, Allis-Chalmers, Westinghouse, 
and other electrical industry, but not 
utility, companies are doing some re- 
lated research work. 

However, even here, application of 
the knowledge gained in research may 
be reserved exclusively for the govern- 
ment, which, you will remember, in- 
cludes the TVA. © 


| marsens a faint ray of optimism is 
beginning to find its way through a 
recent announcement by the AEC. 
During the middle of May the com- 
mission announced that negotiations 
were “nearing completion” with four 
groups of utility industry concerns 
looking to their participation in reac- 
tor development. 

Agreements already have been 
signed by the AEC with The Detroit 
Edison Company-Dow Chemical Com- 
pany as one group and the Common- 
wealth Edison Company-Public Serv- 
ice Company of Northern Illinois as 
another group. At this writing nego- 
tiations for agreement are going on 
between the AEC and the Monsanto 
Chemical Company and its associate, 
the Union Electric Company of Mis- 
souri. The Pacific Gas and Electric 
Company-Bechtel Corporation in San 
Francisco agreement is expected soon. 
The commission feels that inclusion of 
any other groups, at this time, would 


impose too great a demand on the 
technical personnel of the AEC and its 
laboratories and contractors. By im- 
plication, then, there may be closer 
work between the commission and 
more of the utilities, 


N conclusion, if all is well between 
the AEC and the power and light 
industry, as witness the co-operation 
on research and experiment, why then 
couldn’t that relationship be made still 
more practicable? Why not set up a 
joint committee composed of members 
of the Atomic Energy Commission, 
the National Association of Railroad 
and Utilities Commissioners, the Fed- 
eral Power Commission, and top ex- 
ecutives from the power and light in- 
dustry, both public and private, for 
the sole purpose of a continuing study 
of the regulatory problems posed by 
atomic energy as it affects the indus- 
try? 

Lest such a suggestion be thought 
premature or presumptive, it was not 
quite two decades ago that the private 
utility industry declined an invitation 
to discuss then pending imposition of 
controls over holding companies. 
Looking backward, that decision 
seems, today, to have been both costly 
and regrettable. Perhaps there won't 
be any invitation as far as atomic en- 
ergy participation is concerned. 





sa ene the historic causes of the existing inflationary 
pressures are objectively appraised, they doubtless 
will be associated with the effort of high-placed Federal office- 
holders to appease pressure groups and to win votes through 
extensive give-away schemes. The Santa Claus technique of 
the ‘New Deal’ and the ‘Fair Deal’ ballooned the cost of 
government, and in most of the years of the twin deals the 
extravagance was paid for through deficit financing.” 
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—M. S. RuKEYSER, 
Columnist. 
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Washington and the 
Utilities 


The Phillips Case Goes the Limit 


F there were any doubt about the ap- 
I plicability of the FPC refusal to take 
jurisdiction over gas production opera- 
tions of the Phillips Petroleum Company 
to other gas producers, it was removed 
by the recent publication of the long- 
awaited decision. Until FPC released 
this 160-page triple opinion document, 
there were some who thought that the 
FPC might be getting out a special tailor- 
made opinion which would fit the Phillips 
Petroleum Company and nobody else un- 
less the commission felt like it. In other 
words, the FPC could sit back and take 
jurisdiction or not on a pick-and-choose 
basis, keyed to such adjustable standards 
as whether operations were “incidental” 
or “interfered with state regulation.” 
(See analysis of decision on page 389.) 

But it must be said that the majority 
opinion went all the way. There was no 
hedging or reservation. It puts the in- 
dependent producers and gatherers of 
natural gas in a completely exempt posi- 
tion under the Natural Gas Act, to the 
same extent as if President Truman had 
signed the Kerr Bill last year instead of 
vetoing it. Indeed, it might even be said 
that the majority opinion goes about as 
far, by way of interpretation of the pres- 
ent Natural Gas Act, as the old Moore- 
Rizley Bill in the 80th Congress would 
have gone if it had been enacted. Neither 
Senator Kerr (Republican, Oklahoma) 
nor any other critic of FPC “encroach- 
ment” could insist that corrective legis- 
lation is any longer necessary—unless, of 
course, the appellate courts should re- 
verse the commission, or unless the com- 
mission itself should change its own 
mind at some future date. 

The majority opinion reaches the 
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conclusion that Congress must have 
meant what it said when it exempted 
from FPC regulation local distribution 
and the production or gathering of nat- 
ural gas in § 1(b) of the act. The com- 
mission asserted that from its analysis 
and review of the provisions of the act, 
its history, and the FPC’s own decisions 
during thirteen years of administering 
the act, and relevant judicial decisions, it 
has again concluded that “we have no 
jurisdiction over transportation or sales 
made in the process of production or 
gathering.” 

“We believe that Congress,” the FPC 
continued, “by the exemption of produc- 
tion and gathering, intended to deny this 
commission jurisdiction over the business 
of producing and gathering.” 


HE commission also said that the 
Supreme Court, in construing the 
production and gathering exemption, 
“has left no doubt that we are precluded 
from regulating ‘incidents connected 
with’ and any ‘activity related to pro- 
duction and gathering.’ Therefore, where 
the facts concerning interstate sales and 
transportation constitute them such ‘inci- 
dents’ or ‘activities,’ we shall hold them 
to be a part of the process or business of 
production and gathering, exempted by 
§ 1(b). Otherwise, we would encroach 
upon the area of control which Congress 
reserved to the states by that section.” 
For those who may be talking about 
congressional gas act amendments, the 
burden of making any change now seems 
to be on the other side. It will take an 
amendment to the Natural Gas Act to 
give the FPC any authority over natural 
gas producers or gatherers such as 
Phillips. The commission said that since 
it failed to find jurisdiction, it has not 
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inquired into the reasonableness of 
Phillips’ rates. “But if it be assumed they 
are or will become unreasonable, we can 
only say to those who would have us 
find jurisdiction, what has often been 
said by the courts, that we think the 
remedy lies with Congress,” the com- 
mission said. 


O’ course, it is conceivable that the 
court of appeals of the District of 
Columbia will have a different idea. Over 
the past decade the FPC has had an al- 
most perfect score in having its decisions 
sustained by the Federal courts, includ- 
ing the U. S. Supreme Court, on appeal. 
It would be somewhat ironic if the FPC 
—after years of criticism for being too 
grasping for jurisdiction, too strict in its 
regulation, and too much inclined to “en- 
croach” on state jurisdiction—should 
finally be reversed by a Federal court on 
grounds that it did not go far enough 
in this direction. But few realistic ob- 
servers expect any such judicial upset. 
The FPC string of appellate victories 
looks pretty safe as far as the Phillips 
Case is concerned. 

Of course it will be appealed. Indeed, 
the FPC is quite anxious to have it ap- 
pealed. Turning to the question of wheth- 
er its action is reviewable by the court, 
the commission said that it deemed it 
of “the utmost importance that there be 
an early and conclusive answer to the 
question whether we have erred in re- 
fraining from asserting jurisdiction over 
sales made in the process of production 
and gathering throughout the thirteen 
years under the Natural Gas Act.” The 
commission said, however, that it was 
convinced that all public agencies repre- 
senting consumer interests which have 
participated as parties in these proceed- 
ings may obtain judicial review of the 
action in this case under the provisions 
of § 19(b) of the Natural Gas Act. 


difference 


Ce Draper’s 
with the majority was solely a mat- 
ter of degree. In his concurring opinion, 
Draper said that the majority decision 
was based on two separate grounds: first, 
that the sales by Phillips are exempt by 


SEPT. 13, 1951 


the “production and gathering” clause of 
the act, and, second, that inconsistency 
or substantial interference with state reg. 
ulation would result from regulation of 
Phillips’ sales by the FPC. While Mr, 
Draper agreed with the second finding 
he said that in the case of the first finding 
he disagreed that Phillips’ sales are ex. 
empt for that reason alone. 

Draper based his disagreement on the 
Supreme Court’s statements in the Inter. 
state Natural Gas Company Case. He 
said that as he read the unanimous opin. 
ion, the FPC’s jurisdiction does attach 
to sales for resale in interstate commerce 
made during the course of production and 
gathering, except where they are “so 
closely connected with the local incidents 
of that process as to render rate regula- 
tion by the FPC inconsistent or a sub- 
stantial interference with the exercise by 
the state of its regulatory functions.” 
Commissioner Buchanan dissented on 
both grounds noted by Draper. 


* 


SEC Investigation 


HE newspaper headline “Utility 
Holding Company Investigation” 
seems like a ghost to the old-timers after 
all these years since the Federal Trade 
Commission investigation which resulted 
in the Holding Company Act. But the 
recent action of the House Interstate and 
Foreign Commerce Committee revived 
what was once an almost routine news 
story of the early thirties. The only dif- 
ference is that the Securities and Ex- 
change Commission will be the principal 
target rather than the utility companies. 
It was on August 22nd that the com- 
mittee agreed to appoint a special 7-man 
committee to investigate the SEC ad- 
ministration of the Holding Company 
Act, with particular emphasis on alleged 
“favoritism.” What happened was the 
committee had been dozing on some com- 
plaints regarding the Holding Company 
Act administration for several years ( just 
as this same committee has been dozing 
on other matters before it during the 
current session). But suddenly a sub- 
committee of the House Judiciary Com- 
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WASHINGTON AND THE UTILITIES 


mittee, headed by Representative Wal- 
ter (Democrat, Pennsylvania), released 
a staff report charging the SEC with 
favoritism regarding the United Corpo- 
ration. Representative Walter’s group 
was even preparing to conduct public 
hearings when the House Interstate and 
Foreign Commerce Committee member- 
ship woke up and decided to assert itself 
on jurisdiction. Walter did not par- 
ticularly care who did it so long as the 
job was done. 


pe the Walter’s group staff re- 
port was first released, the SEC 
promptly denied the charges and wel- 
comed an investigation. It is not ex- 
pected that the special committee will go 
beyond the end of the current session in 
its investigation. But it will probably 
cover a lot more territory than the old 
tumors about the United Corporation. 
Eventually the committee will probably 
give the present SEC a clean bill of 
health in administering the Holding 
Company Act. Such an outcome is likely 
in view of the fact that most of the former 
SEC employees, charged with favoritism 
in the staff report, left the commission 
long before any of the present commis- 
sioners were appointed. 

But the inquiry may result in commit- 
tee recommendations or conclusions on 
two points: (1) whether continuation of 
holding companies in the form of invest- 
ment trusts is permissible under the 
Holding Company Act; (2) whether a 
time limit should be placed on employees 
leaving the SEC before they can accept 
employment with a regulated utility com- 
pany or holding company. 

It goes without saying that regulatory 
officials and employees often leave gov- 
ernment service for utility employment. 
But they also often leave just for other 
forms of public service or political ca- 
reers. Their tenure with the regulatory 
commissions gives them the experience 
and competence to qualify for such posi- 
tions, both public and private. Prospects 
of the House committee investigation of 
the SEC are that no time barrier will be 
enacted by Congress against shifting from 
public (SEC) to private (holding or 


363 


utility) company employment. But the 
committee may make some critical com- 
ments about practices during the earlier 
years of Holding Company Act enforce- 
ment. The proposition that turning into 
an investment trust is one way for a hold- 
ing company to comply with the law 
seems too well settled to be upset at this 
late date. 


* 


Co-op Taxation Moves a 
Little Closer 


To prospects for the eventual impo- 
sition of Federal taxes on co-opera- 
tives appear to be gaining ground. This 
does not mean that enactment of such a 
tax is likely at this session. But a favor- 
able Senate Finance Committee report 
has a fair chance. In any event, the move- 
ment in that direction will be further ad- 
vanced and gain more support in the next 
Congress where there may be a real 
chance of passing such a tax. The most 
significant aspect is that the proposal to 
tax co-ops was actually made by the 
Treasury to the Senate committee last 
month. The Treasury had three sug- 
gestions. The one which seems to appeal 
to the Senate committee, according to 
Senator Williams (Republican, Dela- 
ware), calls for taxing the undistributed 
earnings of co-operatives at regular cor- 
porate rates. Earnings paid out in the 
form of cash or merchandise dividends 
would be exempt. 


* 


The Gas Curb Order 


Wis variations of approach, the 
states are falling in line behind the 
Petroleum Administration for Defense 
in the exercise of its recent order to slow 
down on new natural gas service connec- 
tions in the 15 states surrounding the 
Appalachian area. So far only Wiscon- 
sin, West Virginia, Virginia, and Mary- 
land and probably Ohio have taken ad- 
vantage of the new provisions of the 
Defense Production Act, which permit 
the states to regulate their own distribu- 
tion if they so desire. 
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Exchange Calls 


Strike or Not? 


iy two is company and three is a crowd, 
is eight a strike? The United States 
Supreme Court will soon be up against 
a question similar to this in its fall term. 
The National Labor Relations Board has 
gone to the high Court on precisely this 
question: Does eight telephone employ- 
ees’ refusal to cross a picket line consti- 
tute a strike? The Seventh U. S. Circuit 
Court of Appeals says: “No.” 

The initial action dates back to the 
National Federation of Telephone Work- 
ers’ (NFTW — now Communications 
Workers of America) telephone strike 
in the spring of 1947. Ladies of the IIli- 
nois Telephone Traffic Union were pick- 
eting an Illinois Bell Telephone Com- 
pany office. Eight lady members of the 
Chicago Telephone Traffic Union refused 
to cross the line as replacements for the 
striking union. The company demoted 
the eight from supervisors to operators. 
Seeking protection under § 7 of the Wag- 
ner Act (then in force) the case was 
carried to the seventh circuit court of 
appeals for the “no strike” verdict. 


aa 


Long Lines Microwave System 


OMETHING new has been added in the 
field of long-distance telephony. Dur- 
ing mid-August the first coast-to-coast 
telephone call on microwave went speed- 
ing across the country on the new radio- 
relay skyway of the Long Lines Depart- 
ment of the American Telephone and 
Telegraph Company. 

Supplying a new backbone telephone 
route, vital to the civilian and military 
needs of the nation, the project is the 
longest microwave system in the world. 
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And Gossip 


It is the product of years of engineering 
effort and close co-operation by the de- 
velopment, manufacturing, and operating 
units of the Bell system. 


Built in about three years at a cost of 
$40,000,000, the system will relay calls 
along a chain of 107 microwave towers, 
spaced about 30 miles apart. The tre- 
mendous distances involved, together 
with the large number of radio channels 
required, posed a new set of problems 
for the Bell Telephone Laboratories. 

Three new developments provided the 
answers—first, a new electronic tube out- 
standing in performance at super high 
frequencies ; second, a greatly improved 
metal lens which would handle thousands 
of simultaneous telephone calls; and, 
third, a unique system of filters repre- 
senting an entirely new contribution to 
the field of communications. This elec- 
tronic equipment was made and instalied 
by the Western Electric Company, man- 
ufacturing unit of the Bell system. 

Messages will ride super high-fre- 
quency radio waves in the 4,000-mega- 
cycle range (4 billion cycles), compared 
to the ordinary radio broadcasting range 
of 550—1,600 kilocycles (550,000—1, 
600,000 cycles). Radio waves used in 
the relay system are about three inches 
in length as against wave lengths of about 
1,000 feet for frequencies in the middle 
of the standard broadcast band. Ampli- 
fying equipment in each relay station 
boosts the power of the radio signals 
ten millionfold, then they are focused in 
a narrow beam by the directional antenna 
and sped to the next tower where the 
process is repeated. 


ESIGNED to ‘carry television as well 
as telephone messages, the system 1s 
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EXCHANGE CALLS AND GOSSIP 


jlready transmitting network TV shows 
as far west as Omaha, Nebraska, mid- 
way point in the 3,000-mile New York- 
San Francisco route. The western half 
of the route is expected to be equipped 
to handle coast-to-coast television by the 
end of next month. Initially, however, 
the system will provide one east-to-west 
channel for television. Another channel, 
west-to-east, will be ready for service 
sme weeks later. 

The radio-relay route will become the 
gventh telephone highway to cross the 
great western expanse of the country. 
Telephone engineers point out that the 
radio-relay system will not replace other 
types of communications but will supple- 
ment those already in operation. 

The first transcontinental telephone 
system was an open wire line which was 
opened for service January 25, 1915. On 
that occasion, Alexander Graham Bell, 
in New York, spoke to his one-time as- 
sistant, Thomas Watson, who was in San 
Francisco. Since then, three other open 
wire lines, each capable of carrying doz- 
ens of calls simultaneously, and two 
cables, each containing hundreds of cir- 
cuits, have spanned the continent over 
diverse routes. 

The first transcontinental telephone 
cable followed a central route across the 
country and was placed in service De- 
cember 22, 1942. The second cable, which 
was coaxial, followed a southern route 
and was completed November 15, 1947. 
Thus with different types of facility avail- 
able—open wire, cable, and radio-relay 
along different routes—the nation is as- 
sured of continuous communication from 
coast to coast. 


A 


REA Telephones 


EA telephone officials have ap- 
proved 63 telephone company mana- 

ger nominations which have been sub- 
mitted to them. Under REA regulations 
aborrower submits his nominations (3) 
to REA for consideration. If nomina- 
tions are disapproved REA must make 
explanations in writing and the borrower 
is asked to resubmit his choices. Turn 
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downs are rare. Based on past experi- 
ence with electrification co-ops, reasons 
for the disapproval have generally been 
on too close alliance of the manager- 
nominees with board members (in the 
case of co-ops), bad personal habits, etc. 
Two of the 63 approved are understood 
to be on a 6-month probationary status. 
All company manager-nominees have 
been approved. 

During the coming months REA ob- 
servers can look for a stepped-up policy 
on the part of REA in getting “telephones 
ringing.” The REA telephone loan allo- 
cation pace has reached the rate of about 
two or three per week and it is likely 
that it will remain at this rate for the 
time being. Now, all REA efforts appear 
to be concentrated on tangible (telephone 
installation) results. Although Capitol 
Hill pressures would seem to be behind 
this new move, it appears that the devel- 
opment is actually a genuine internal 
REA policy to get some results and make 
a record for itself. Even REA officials 
will admit that loan allocations are not 
sufficient to establish progress for the 
program. 

Of course, the first question asked 
when REA telephone people talk about 
getting telephones ringing is: Where are 
you going to get the material? REA 
officials are optimistic on this score. They 
feel that their borrowers are getting as 
good a break as anyone and are extremely 
complimentary of the job that the com- 
munications equipment division of NPA 
is doing for the industry. They allow 
that in some cases the REA borrowers 
may have only a fishing license in their 
priorities but they feel that the require- 
ments of the small companies are such 
that even under these circumstances they 
may be able to find material and go ahead 
with construction. As for those borrow- 
ers, who now have drawn money from 
REA and will be in the market for ma- 
terials, REA recently reported that 16 
companies and co-ops are in this cate- 
gory. 

New REA Service 


N the near future REA will inaugurate 
a bidding and contract award informa- 
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tion service. REA officials stress that the 
announcement of bids for materials by 
REA telephone officials will not be of 
an official nature but will be more or less 
for information purposes. When a com- 
pany announces that it is accepting invi- 
tations for bids on certain materials REA 
will publish the information. In fact they 
say it is conceivable that their published 
information on the bidding may lag and 
even be published after the date for open- 
ing the bids. Bidding then will be on a 
purely local basis, with REA picking up 
the information as best it can and pub- 
lishing it. 

As far as contract allocations are con- 
cerned, however, that is a different story. 
All contracts must be approved by REA 
and consequently any information that 
it puts out on the subject will be official. 
REA considers that equipment suppliers 
have their first and timely information 
on potential markets at the time of the 
announcement of the various loan alloca- 
tions. 

REA has just made an appointment 
which would be of interest to telephone 
borrowers. E. Frank Renshaw has been 
made assistant chief of the application 
and loans division of REA in charge of 
telephone loans. Renshaw is a veteran 
REA employee, having come to the 
agency from Mississippi in 1939 as a 
junior engineer trainee. During his ten- 
ure with REA he has handled acquisitions 
questions in the few isolated cases where 
REA electric co-ops have taken over 
some private company properties. Since 
this acquisition work will probably be 
more extensive in the telephone program 
his experience in this field will be useful. 


REA Telephone and Defense Program 


7. does not find itself quite as tied 
down with defense problems in the 
telephone phase of its program as in the 
electrification field. True, the programs 
are not to be compared in size, but here 
it is really a matter of policy that makes 
the difference. Over on the electrification 
side, REA for many months waged a 
scrap with Defense Electric Power offi- 
cials over the question of how the co-ops 
were to be treated materialwise in the 
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defense program. The Defense Electric 
Power officials wanted to consider the 
co-ops as regular electric companies and 
determine the allotments of materials jp 
the Interior Department. REA, through 
Secretary Brannan, and the electric Co-op 
lobby, was able at last to have all material 
for all co-ops turned over to REA for 
disposition among the several co-ops, 

As far as the telephone program is con- 
cerned, REA does not appear to bk 
anxious to get into the material alloca- 
tions show. REA officials appear content 
to go along with NPA on the program. 

What REA is doing for its telephone 
borrowers is merely relaying the NPA 
orders and communications to them. If 
the borrower comes in and solicits REA 
help on priorities, REA will do what it 
can. REA officials are apparently re- 
lieved that this is their only function as 
far as telephones and defense is con- 
cerned, because they seem to find them- 
selves fairly swamped with the details of 
administering the electrification program 
defensewise. 


Future of REA Telephone Program 


LTHOUGH still in its infancy, the REA 
telephone loan program seems des- 
tined to follow the pattern which finally 
evolved for the electrification program. 
The program should go through three 
stages : (1) loan allocation and financing; 
(2) actual building ; and (3) further ex- 
pansion based on increased efficiency of 
new equipment developed through re- 
search. 

REA officials now see the program 
entering the second stage, as evidenced 
by their new policy of pushing for actual 
installation of equipment—the “ringing 
phone” stage. In the electrification field 
it took about twelve years to reach the 
third stage and the program still appears 
to be in it. For electrification it took 
the form of new developments and power 
use education. As an example, it was 
pointed out that in the early forties REA 
sent a man to the Bell Laboratories for 


a year to do work on an outage recorder 
for the co-op systems. Bell expended 
about a quarter of a million on the 
research. 
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Financial News 
and Comment 


By OWEN ELY 


Accelerated Amortization 
Accounting 


NUMBER of utility companies have 
been granted accelerated amor- 
tization on certain new plant facilities, 
which (it is assumed) will be devoted 
substantially to aiding the defense pro- 
gram. As these amortization charges are 
actually put into effect, the question will 
afise as to the best method of accounting 
to be employed in the reports to stock- 
holders (as distinct from tax reports). 
There are at least five methods by which 
such amortization can be handled: 


1. Accruing depreciation equivalent 
to the accelerated amortization used in 
the tax return, thus reducing net in- 
come (since savings from deferred 
taxes are not a full offset). 

2. Accruing depreciation at normal 
rates, reporting the decreased income 
taxes, and thus increasing reported 
net income. 

3. Accruing depreciation at the nor- 
mal rate but adding also the amount 
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of the tax deferral or saving, which 
maintains net income unchanged. 

4. Accruing depreciation at the 
normal rate, and taxes at the amount 
paid, but setting up a special item 
“charge in lieu of tax savings” under 
fixed charges, which maintains net in- 
come unchanged. 

5. The same policy, but placing the 
special charge in surplus account, 
which means larger reported net in- 
come. 


The choice of methods may of course 
be governed by accounting regulations, 
the effect on the rate base or on earnings, 
etc. In the case of the railroads, the ICC 
has amended its classification of accounts 
to require uniform handling of ac- 
celerated amortization; but the average 
utility appears to have considerable free- 
dom of choice. 


AROLD H. Scarr, vice president of 
Ebasco Services, Inc., and a lead- 
ing authority on utility taxes, has recent- 
ly discussed the various accounting 
methods which might be used by utilities 
in a special memorandum. He sees no 
necessity or justification for the first 
method, which may unnecessarily penal- 
ize net earnings. He states: 


There is no requirement taxwise 
that amortization or even depreciation 
shall follow book accounting, nor is 
there any accounting principle requir- 
ing book accounting to follow tax ac- 
counting. Corporations generally, in- 
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cluding public utilities, have claimed 
depreciation deductions over the years 
for tax purposes differing from the 
amounts of depreciation recorded on 
the books of account. There would 
seem to be no justification for deviat- 
ing from this long-established practice 
just to do something different for the 
accelerated amortization of defense 
facilities. 


The second method, which was most 
commonly used by utilities during World 
War II, may tend to inflate earnings in 
some cases and the view has sometimes 
been expressed that the state regulatory 
authorities may consider such earnings 
as normal and may act on rates ac- 
cordingly. 

However, Mr. Scaff states: 


This seems like a farfetched view 
to assume that the regulatory authori- 
ties are not more fully informed as to 
the purpose and implications of the 
accelerated amortization. It should be 
quite obvious that any effort on the 
part of any regulatory authority to re- 
lieve a utility of the tax deferrals cre- 
ated by the granting of necessity cer- 
tificates to stimulate the construction 
of defense facilities would defeat the 
very things that Congress intended 
when it granted such privileges. 


A more serious effect, perhaps, might 
be to give stockholders, many of whom 
are not so sophisticated as the state com- 
missions presume they are, an “over- 
optimistic” impression regarding earn- 
ings. But such optimism may prove nec- 
essary in order to do necessary equity 
financing. 


oT gree such a policy would seem 
justified by the attitude of Con- 
gress itself (just referred to) and by the 
fact that high wartime taxes and other 
inflated costs usually cannot be met im- 
mediately through rate adjustments. 
This method recognizes that the special 
tax savings are intended as an offset to 
abnormal costs, during the wartime pe- 
riod only; and that after the war, when 
the deferred taxes must be made up, cor- 
porate tax rates may possibly be lowered 
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and some relief with respect to high com. 
modity prices may also be obtainable. 

Moreover, this policy would seem ad. 
visable for utilities with irregular earn. 
ings, such as a hydroelectric company 
subject to drought, or a retail natural gas 
company with heavy house-heating sales, 
During periods of sustained adverse 
weather conditions, such companies are 
apt to make a very poor showing at times, 
particularly if tax rates are high. If a 
the same time they are forced to do some 
equity financing, they may have difi- 
culties. 

The third and fourth methods en- 
deavor to maintain the accounting status 
quo, and may be used by some of the 
more conservative companies, by those 
which are enjoying good earnings, or by 
companies not needing equity financing. 
The third method is, however, an artif- 
cial way of “equalizing” earnings. As 
Mr. Scaff states : 


This accounting treatment does not 
square with the definition of deprecia- 
tion as prescribed by regulatory 
authorities for electric and gas utilities. 
There is no indication in the definition 
of depreciation that an amount equal 
to a tax deferral resulting from the 
use of accelerated amortization would 
constitute a proper basis for a charge 
to the depreciation expense account. 


¥ }- fourth method was perhaps em- 
ployed by some utilities during 
World War II, though at that time most 
of the items “charge in lieu of tax sav- 
ings” probably referred to special tax 
savings due to charge-offs in connection 
with bond refundings. This method 
clearly states the tax saving instead of 
burying it in depreciation account. 

With the amount separately stated, 
analysts, stockholders, or regulatory 
bodies can easily adjust the company’s 
net earnings if they wish to exclude the 
charge. 

The only difficulty with placing the 
charge among the fixed charges, along 
with interest and special amortization 
items, is that some of the financial serv- 
ices (such as Moody’s) may count this 
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item as part of fixed charges, and in re- 
porting “number of times charges 
earned” the ratio is thus arbitrarily re- 
duced. To avoid this difficulty, it might 
be better to report “Net income before 
tax savings due to accelerated amortiza- 
tion,” then deduct the charge, and re- 
port “Net income after,” etc. 

To place the special charge in surplus 
(the fifth method): seems conservative 
from an accounting standpoint, for com- 
panies which feel that they do not need 
the protection of earnings afforded by ac- 
celerated amortization. It would also 
seem preferable from a regulatory point 
of view. Unfortunately, the regulation of 
utility accounting practices is divided be- 
tween the various Federal and state com- 
missions, not always in a clear-cut way. 
The SEC seems to prefer that the in- 
come account should not contain any 
item such as “charge in lieu of tax sav- 
ings.” 

In Accounting Series Release No. 
53, issued November 16, 1945 (quoted 
at greater length in the Scaff memo), the 
commission stated : 


The amount shown as provision for 
taxes should reflect only actual taxes 
believed to be payable under the ap- 
plicable tax laws. . . . The use of the 
caption “Charges or provisions in lieu 
of taxes” is not acceptable. 


HE FPC has apparently not made 
any general statement of policy, but 
in connection with a particular case 
which came before the commission for 
approval it is interesting to note that a 
loan agreement contained a proviso that 
the company would not, in any event, 
declare any dividends, or make any other 
distributions, etc., out of surplus arising 
from tax savings made by using the de- 
duction for depreciation of emergency 
facilities permitted by § 124A of the In- 
ternal Revenue Code in lieu of normal 
deductions for depreciation. A charge to 
surplus for tax deferrals or savings (in 
lieu of placing the item in the income ac- 
count) would seem to be in line with 
commission policy at Washington. 
In any event, whatever method is 
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adopted by an individual utility in ac. 
counting for depreciation and taxes, it is 
suggested that both the methods and the 
amounts involved be fully indicated by 
accompanying footnotes where not clear- 
ly shown in the accounts themselves, This 
is particularly necessary since relatively 
few companies may enjoy the benefits of 
accelerated amortization. Both stock- 
holders and analysts should be made ac- 
quainted with the facts, so that they can 
interpret the earnings as they may in- 
dividually prefer. 


> 
Utility Stock Price Trends 


HE accompanying chart on page 369 

shows the trend of utility stock 
prices, as reflected by the Dow-Jones 
Average, during 1929-51. For compari- 
son, the Dow-Jones Industrial Average 
—Wall Street’s standard index of stock 
values—is also shown; and in the bot- 
tom section of the chart the average an- 
nual utility price is shown as a percent- 
age of the industrial price. The figures 
are extended through about August 25, 
1951. 

It is interesting to note that, in rela- 
tion to industrial stocks, the utilities are 
selling at less than half their 1929-33 
levels ; in other words, the average utility 
“blue chip” will buy less than half as 
much today in terms of the average in- 
dustrial blue chip as it would twenty 
years ago. The change began in 1933, 
when the Public Utility Holding Com- 
pany Act was passed, and reached its 
nadir in 1942 when the SEC issued its 
famous “death sentences.” As the SEC 
gradually eased its policy and sanctioned 
a program of gradual liquidation of util- 
ity holdings (instead of quick and arbi- 
trary “auction block” sales) utility prices 
recovered some ground. 

Thus utility stocks showed a greater 
advance than industrials in the bull mar- 
ket of 1942-46, and followed about the 
same trends as industrials during 1947- 
50: 

In 1951, however, while showing 2 
modest advance, they have failed to keep 
up with the buoyant industrial average. 
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This is doubtless due to the impact of 
Federal taxation on semifixed earnings, 
as contrasted with the less regulated 
trend of profits for many industrial 
groups and the better-protected dividend 
pay-out of high-grade industrial com- 
panies. 

Had it not been for continued sub- 
stantial purchases of utility stocks by 
colleges, trust funds, pension funds, etc., 
the large amount of equity financing ef- 
fected by the utility companies in the first 
half of 1951 might have resulted in price 
weakness for the group. 


HILE monthly earnings of both elec- 

tric and gas utilities have shown a 
downtrend recently, there have thus far 
been no important dividend reductions. 
In fact, several companies — Common- 
wealth Edison, Texas Utilities, Amer- 
ican Gas & Electric, etc.—have increased 
their quarterly dividend payments or 
made special payments recently. But 
some other companies which seemed to 
be “in line” for such increases may post- 
pone action at this time. 

Price trends of utility stocks over the 
balance of the year 1951 will, of course, 
be somewhat dependent on pending tax 
legislation, as well as the amount of new 
equity financing. It is hoped that the 
Senate will ease the provisions of the 
House bill somewhat with respect to the 
corporate income tax rate; in any event, 
if the removal of the 3 per cent excise tax 
on electrical energy (principally applica- 
ble to residential and commercial busi- 
ness) “stays put,” this will help to offset 
the burdens of a higher income tax rate. 


* 


Gas Statistics for 1950 


ff ~ bureau of statistics of the Amer- 
ican Gas Association has just re- 
leased its annual 263-page volume Gas 
Facts—A Statistical Record of the Gas 
Utility Industry in 1950. The accom- 
panying chart on page 373, taken from 
this publication, shows gas utility rev- 
enues by class of service and type of gas 
for the period 1933-50. It illustrates 


the meteoric rise in the output and use 
of natural gas as contrasted with the very 
moderate gains in manufactured gas, 
which ended in 1949. Mixed gas showed 
a decline during 1948-49, but a moderate 
gain in 1950. 

During the period of World War II 
(1940-45) natural gas sales increased 
only 42 per cent, but in the postwar pe- 
riod sales have doubled. Due largely to 
the great demand for gas for house heat- 
ing, residential use of gas more than 
doubled in this period, while commercial, 
industrial, and miscellaneous uses in- 
creased at a somewhat slower pace. The 
use of liquefied petroleum gas, a fifth di- 
vision of the industry not shown in the 
chart, gained very sharply up to 1949, 
but in 1950 showed a small decline; sales 
in 1950 exceeded $21,000,000 compared 
with $4,000,000 in 1945. 

How much were the gains in natural 
gas revenues due to a larger number of 
customers, and how much to greater per 
customer usage? Taking the period 
1935-39 as 100 per cent, the number of 
natural gas customers has increased 123 
per cent, sales 208 per cent, and revenues 
239 per cent. On the other hand, in the 
manufactured gas utility industry the 
number of customers declined 6 per cent 
while sales were up 41 per cent and rev- 
enues 52 per cent. 


HE section of Gas Facts devoted to 

finance covers security issues, finan- 
cial statements, and ratios, the analysis 
of operating expenses, and a description 
of construction expenditures. Table 
131-32 records the history of gas utility 
financing since 1935. 

The gas utilities did comparatively lit- 
tle equity financing prior to 1946, but 
since the war the amount of equity financ- 
ing has increased sharply each year. 

In 1950 financing was divided approx- 
imately as follows: debt 72 per cent, pre- 
ferred stock 13 per cent, and common 
stock 15 per cent. While the equity pro- 
portion of gas financing has considerably 
improved in recent years, it still seems 
on the low side as compared with electric 
utility financing. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Unit Cost 
Operating Statistics (June) 

Output KWH—Total Bill. KWH 
Hydro-generated ” 
Steam-generated 
Capacity Mill. KW 

Peak Load (May) .. 2 
Fuel Use: Coal Mill. Tons 
G Mill. MCF 
Mill. bbls. 
Mill. tons 


Customers, Sales, Revenues, and Plant (June) 
KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial 
Industrial 


“ 


Income Account—Summary (June) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales 
Sales to Other Utilities 
Misc. Income 


Expenditures 
Fuel 
Labor 
Misc, Expenses 
Depreciation 
Taxes 
Interest 
MRTIENO, GIB, on cccccécccccscve 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stock (Est.) .... 
Common Dividends (Est.) 
Balance to Surplus (Est.) 


Electric Utility Plant (June) 
Reserve for Deprec. and Amort. .... 
Net Electric Utility Plant 


*Electric and Gas Utility New Money Financing (July) 
Bonds 
Preferred Stocks 
Common Stock 


Total Electric 
Total Gas 


Life Insurance Investments (January Ist-August 11th) 
Utility Bonds - 
Utility Stocks * 


Per Cent Increase 


Latest Latest 


Latest 


Latest 


Month 12Mos. Month 12 Mos. 


29.8 351.8 
8.0 — 
21.8 


a1 90 SN 
90 SN 
Pldddel 


Rp 
ouhe~ 


Noe 


RK aBRiwe 


911 

74 

312 
$1,297 
$752 
545 


441 
33 
. 474 


D—Decrease. *—As compiled by Irving Trust Company. **—Not available. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
Pri 
8/22/51 Indicated Share Eornings#t — 
Price Dividend Appros. Cur. Prev. Go In ings 
About Rate Yseld Period Period crease Ratio 


Producers and Pipeline Companies 
Commonweath Gas 
Mississippi Riv. Fuel .... 
Missouri-Kans, P. L. ..... 
Southern Nat. Gas 
Southwest Nat. Gas 

Tenn. Gas Trans. ........ 
Texas East. Trans. 

Texas Gas Trans. ........ 


Jo $744 $ 62 19% 135 
3.26) 3. } 
4.32 
3.44 


C7 CFU IND Cr God ON me 
ARHONOwWN 


O9000%0MNO 


~ 
w 
R 


Iwtegrated Companies 

S American Natural Gas .... 
S Columbia Gas System .... 
S Consol. Nat. Gas 

S_ El Paso Nat. Gas 

S Equitable Gas 

O Interstate Nat. Gas 

O Kansas-Neb. Nat. Gas ... 
C Lone Star Gas 

S Montana-Dakota Utils. ... 
O Mountain Fuel Supply ... 
: 
O 
S 
. 
= 
S 
S 
O 
S 


R 


17 


116 
D17 
30 
20 
D8 
D12 
9 

5 

68 
D18 
2 

7 

11 
D10 


13 
15 


SUSEEEESS: 


SADMNMwWH BNW 


National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. 
Panhandle East. P. L. .... 
Peoples Gas Lt. & Coke .. 
Southern Union Gas 
United Gas 


—R 


CODA AR WW NON OHNO ONG 
WRWOASSN 


POMWNARAMR RUAN Ue 
— ete 


— ANepP~ _. . mmePmmn i: 
SSsssss Ss 


a 
fae 
z 


Averages 
Retail Distributors 


Atlanta Gas Light 
Bridgeport Gas 

Brockton Gas Lt. ........ 
Brooklyn Union Gas 
Central El. & Gas 

Consol. Gas Util. 
Hartford Gas 

Haverhill Gas Lt. ........ 
Houston Nat. Gas 

Indiana Gas & Water .... 
Jacksonville Gas 

Kings County Ltg. ....... 
Laclede Gas 

Minneapolis Gas 

Mobile Gas Service 
National Util. of Mich. .. 
New Haven Gas Lt. ..... 
Pacific Lighting 
Providence Gas 

Rio Grande Valley Gas ... 
Rockland Gas 

Seattle Gas 

United Gas Improv. ...... 
Wash. Gas Light 
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wn 
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— 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 
, Price- 
8/22/51 Indicated ——Share Earningst- Earn- 
Price Dividend Approx. Cur. Prev. %In- ings 
About Rate Yseld Period Period crease Ratio 
Communications Companies 
Bell System 
a RG ee . $11.22* 16% 12.3 
Cinn. & Sub. Bell Tel. .... . ' 4.59d 479 D4 ' 
Mountain Sts. T. & T. ... . ' 6.99je 5.19 
New England Tel. ....... . d 11.26je 10.01 
Pacific Tel. & Tel. ....... ‘ . 906my 6.42 
So. New Eng. Tel. ...... ; , 2.12d 1.79 


de ee” | 
ONAROM 


Averages 


Independents 
Central Telephone : . $1.28m 
General Telephone . . 2.91je 
Peninsular Tel. : . 3.78je 
Rochester Tel. 80 . 1.52d 


ransit Companies 

Chicago SS. & S. B, ..... / ‘ $1.67d 
Chicago No. Sh, & Mike. .. 4 46d 
Cinn. St. Ry. . : 19d 
Dallas Ry. & Term. ...... F . 1.76d 
Greyhound Corp. ......... i 9. 1.23je 
Los Angeles Transit A . 51d 
Nat. City Lines ; I 1.90d 
Rochester Transit 13d 
ME BS Se eae } f 4ld 
Syracuse Transit ‘ , 2.89d 
United Transit 
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Averages 


Water Companies 
Holding Companies 
Amer. Water Works 
N. Y. Water Service 
Operating Companies 
Bridgeport Hydraulic .... 
Calif. Water Serv. ....... 
Elizabethtown Water .. 
Hackensack Water 
Jamaica Water Supply ... 
New Haven Water 
Ohio Water Service 
Phila. & Sub. Water 
Plainfield Union Wt. 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 
West Va. Wt. Service .... 


Averages 5.8% 
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D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. #In order to facilitate 
comparisons, earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. PF—pro forma. **July, 1950 (fiscal year). d—December, 1950, m—March. 
a—April. my—May. je—June. ju—July. NC—Not comparable. . 
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What Others Think 


The Preference Clause 


A for revision of the so-called 
“preference clause” in the Bonne- 
ville Power Act was recently made in the 
editorial columns of the Walla Walla 
(Washington) Union-Bulletin. The ar- 
ticle approached the problem on the 
grounds that the editors for some time 
had a “suspicion” that the “preference 
and priority” provision of the Bonneville 
Act was one major reason for failure of 
the Pacific Northwest to give complete 
support to the comprehensive plan for 
developing the Columbia river. 

The article stated that this suspicion 
was confirmed not long ago when resi- 
dents of southern Idaho, some of the 
strongest opponents to Hells Canyon 
dam, made it clear that they were not 
fighting the Federal program of dam con- 
struction, as such; but they were insist- 
ent that power to be developed at Federal 
projects should be made available to pri- 
vate utilities and public ones alike, so that 
the state of Idaho would not be forced 
against the will of the people to accept 
public power. 

The editorial went on to say that these 
people believed that if the “preference 
and priority” provision of the law were 
eliminated, the opposition to Hells Can- 
yon dam and the other Federal projects 
would largely disappear. The article then 
noted : 


Actually there are two portions of 
the Bonneville Act which should, in 
the interest of regional harmony, be 
repealed. Section 4, paragraph (a), 
states : “In order to insure that the fa- 
cilities for the generation of electric 
energy at the Bonneville project shall 
be operated for the benefit of the gen- 
eral public, and particularly of domes- 
tic and rural consumers, the Adminis- 
trator shall at all times, in disposing 
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of electric energy generated at said 
project, give preference and priority to 
public bodies and co-operatives.” 
Section 5 gives the Administrator 
power to enter into contracts for sale of 
power to private agencies as well as to 
public bodies and co-operatives, but 
specifies that such contracts “shall con- 
tain . . . stipulations concerning resale 
and resale rates by any such utility, as 
the Administrator may deem necessary, 
desirable, or appropriate to effectuate 
the purposes of this act and to insure 
that resale by such utility to the ulti- 
mate consumer shall be at rates which 
are reasonable and nondiscriminatory.” 


‘TS editorial maintained that the net 
effect of this provision is to give the 
Administrator arbitrary power to deter- 
mine what resale rates shall be established 
by any private utility entering into a con- 
tract for Bonneville power, should he 
wish to exercise that power. It continued 
that under the circumstances, and espe- 
cially in view of the “preference and prior- 
ity” provision, it is not surprising that 
private utilities generally have been un- 
willing or unable to obtain long-term con- 
tracts. It went on: 


It would appear clearly that in prac- 
tice, the real discrimination in the act 
is not against private utilities as such 
but against citizens who happen to be 
served by private utilities. The utilities 
will get along all right, because they 
can sell all the power they have and 
can get, at a profit, even if they don’t 
have enough power to satisfy all de- 
mands. But an area served by a private 
utility, such as Walla Walla, is always 
saddled with the uncomfortable feeling 
that at any time of power shortage it 
could be cut off from the Bonneville 
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system in order that the agency might 
satisfy its existing firm contracts with 
public distributors. 


The editorial emphasized : 


The crux of the problem is this: 
Is it proper to require that utilities be 
regulated as to their resale rates by the 
Federal government? What this 
amounts to is double regulation, since 
these utilities are already regulated by 
the various state utility commissions. 
One can argue all night as to whether 
the state bodies are doing an effective 
job, but there is no getting away from 
the basic fact that the way to correct 
an ineffective regulatory situation is to 
do it at the state level, within estab- 
lished procedures, rather than impos- 
ing another set of regulations at the 
Federal level as well. 


ie article concluded that the only 
real reason for the two provisions in 
the Bonneville Act is to bring pressure 
to bear upon the people of any area to set 
up a public power agency of their own. 
It urged that the people should not be 
subjected to such pressures and that 
should they decide they would rather be 


served by a privately owned utility, they 
should be able to do so without being 
penalized by inability to obtain long-term 
assurances of power supply. It stated in 
this respect : 


The issue is a vital one to the Pacific 
Northwest, where the likelihood is that 
most of the future power development 
will be by the Federal government. The 
Bonneville Act should be amended so 
that the BPA serves only as a whole- 
saler of power to any and all purchas- 
ers, not as a regulatory commission as 
well; the net effect would undoubtedly 
be to bring about the unanimity of opin- 
ion that will be needed before our water 
resources program can move ahead as 
it should. 


The “preference clause” of the Flood 
Control Act of 1944 has been under simi- 
lar discussion in other quarters of late. 
Both western and New England groups 
of state regulatory commissioners have 
adopted resolutions condemning the 
“preference clause” as working an unfair 
and manifest discrimination against those 
utility customers who preferred to take 
service from tax-paying private enter- 
prise utility companies. 





Federal Power Policy . 


ARLIER this year, speaking before an 
American Farm Bureau Federation 
committee meeting in Chicago, James W. 
Parker, president of The Detroit Edison 
Company, discussed the elements of na- 
tional power policy. Among other things 
he pointed out : 


1. Congress should set the policy. 
There is no definite power policy at 
this time. Congress has never deter- 
mined a national power policy. 

2. The Federal Power Commission 
might have been expected to assist Con- 
gress in establishing an equitable pol- 
icy. Its advice could have been in- 
valuable in the solution of the problem. 
Instead, it has done things which it 
ought not to have done, like exerting 


itself to further a policy of hostility to 
corporate enterprise. And it has left 
undone things which it ought to have 
done ; it appears to have too often abdi- 
cated regulatory powers to other agen- 
cies—to Interior, to TVA, to the cen- 
tral REA organization. 


3. The preference clause is the heart 
of the public power problem. The pres- 
ent use of preference clauses is a special 
example of “special interpretation.” 
Congress never intended that its legis- 
lation should open the door to such a 
practice. 

4. Once the responsibility to serve 
an area is assumed by a Federal agen- 
cy—e. g., TVA—private development 
is made very nearly impossible. 
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Parker also recommended that govern- 
ment take over only in the case where in- 
dustry is clearly unable to do the job; 
that REA has done much good and the 
government should assist in the remain- 
ing instances where real rural demands 
cannot otherwise be met; and that the 
electric companies do not believe that gov- 
ernment should remove itself from large- 
scale activities such as flood prevention, 
conservation, and reclamation. 


> utility executive then outlined 
the elements—the basic principles of 
the national power policy for which the 
power industry stands: 


(1) In a@ democracy, Congress 
should set national policy—not the 
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officeholder—not the public servant. 


In this connection he noted that we are 
operating under the interpretations of 
government departments and, too often, 
the views of individuals. He called the 
recommendations of the Water Resources 
Policy Commission an example of bu- 
reaucratic aspirations which point in the 
opposite direction from the basic princi- 
ples for which the light and power indus- 
try stands. He stated: 


(2) Ina real democracy, there must 
always be awareness that government 

- credit is not limitless. The government 
should not do for the people what they 
are prepared to do for themselves. 
Neither should it spend public money 
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on services already being furnished or 
readily available through private in- 
vestment, 


He said that the electric power indus- 
try believes that it can meet the country’s 
growing needs for electricity without 
adding in any major way to the Federal 
debt. He added that it believes in elimi- 
nation from the Federal budget of all 
those activities which other groups are 
ready, able, and willing to carry on. 


(3) In a democracy, local autonomy 
must be preserved and local self-rule 
be extended with Federal services im- 
pinging only where necessary. 


E cited the Edison Electric Institute 
H statement to the Water Resources 
Policy Commission covering this point, 
which stated : 


Where Congress has approved a 
general plan for the comprehensive de- 
velopment of the water resources of a 
stream or basin, or where it has author- 
ized the construction of a given proj- 
ect, or even where contractual commit- 
ments under appropriations therefore 
have been made, investor-owned com- 
panies, municipalities, districts, and 
other local agencies should not be fore- 


closed from the development of such 
plan or project, or any part thereof, or 
from constructing, owning, and operat- 
ing stich projects or facilities, as in the 
opinion of statutory authority, would 
be in the public interest. 


Parker stressed that much of the de- 
velopment of river basins can be done by 
non-Federal capital and, in the case where 
more than one state is involved, the proj- 
ect could be developed by the state in co- 
operation with the electric companies. 


He added: 


(4) In a democracy, there should 
be equality of treatment for all its citi- 
zens. 


In this connection the utility president 
suggested that federally owned and fed- 
erally financed power systems should be 
placed under state and Federal Power 
Commission control identical with that 
imposed on light and power corporations. 
He added that when government power 
is marketed, there should be no discrimi- 
nation in rates charged to customers of 
government-supported systems and those 
charged to customers of investor-owned 
systems, If all users of electricity are to 
obtain equal treatment, he stated that 
Federal policies must be revised. 





Utility Antistrike Laws 


NE of the most difficult problems for 
democratic government—the prob- 
lem of how to retain freedom in collective 
bargaining and, at the same time, to as- 
sure the maintenance of essential public 
services—has been only partially solved 
in New Jersey and Pennsylvania by laws 
providing for compulsory arbitration of 
strikes in public utilities, according to a 
report recently issued by Princeton Uni- 
versity’s industrial relations section. 
The 90-page study, “Compulsory Ar- 
bitration of Utility Disputes in New Jer- 
sey and Pennsylvania,” written by Robert 
R. France, research assistant, and Pro- 
fessor Richard A. Lester, research asso- 
ciate and chairman of the department of 
economics and social institutions, finds 
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that with rare exceptions these two in- 
dustrial states have avoided serious inter- 
ruptions of utility services since the post- 
war establishment of compulsory arbitra- 
tion procedures. 

From the public’s point of view the 
most vital aspect of the New Jersey law 
has been its “service record,” for, except 
in the telephone industry, utility work 
stoppages have lasted for only very short 
periods of time in spite of highly unset- 
tled conditions in a number of key utili- 
ties. 

In Pennsylvania, where collective bar- 
gaining in public utilities has had a 
longer history, no strike has occurred un- 
der the law. 

The two laws, representing what Dean 
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“SORRY, MADAM, ‘INFORMATION’ DOESN’T INCLUDE WEATHER REPORTS 
... BUT I WOULD SAY RAIN SEEMS TO BE INDICATED!” 


J. Douglas Brown, director of the indus- 
trial relations section, terms in his fore- 
word to the report a “fair example of the 
evolving trends in middle-of-the-road 
thinking on American industrial prob- 
lems,” have contributed to the prevention 
or shortening of strikes by providing offi- 
cial procedures by which the states be- 
came responsible for continued operation 
of the utilities. 
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NDER the pressure of public opinion 

the state administrations, the report 
states, were therefore likely to take all 
possible steps to end stoppages. And toa 
certain extent the willingness of both in- 
dustry and labor to co-operate in avoiding 
stoppages was also increased by the pas- 
sage of laws prescribing possible penal- 
ties for illegal strikes and lockouts. It is 
noteworthy that although the laws were 
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not always strictly enforced, utility strikes 
in New Jersey, with a lone exception, 
were brought to a close within forty- 
eight hours after state intervention. 

From the standpoint of labor relations, 
the report finds that collective bargaining 
has been restricted or injured more in 
New Jersey than in Pennsylvania, The 
difference in experience is explained 
largely by the fact that the Pennsylvania 
law is considered restrictive on unions 
even by many management officials and, 
out of concern for satisfactory labor rela- 
tions, neither side has been willing to re- 
sort to it except in unusually bitter dis- 
putes. 

However, the adverse effects on collec- 
tive bargaining in New Jersey have not 
been overwhelming inasmuch as 60 per 
cent of the bargaining relations subject 
to the act have never used it and another 
20 per cent have had only one contract 
settled by arbitration during the four 
years the act has been in effect. 

In discussing cases in which the normal 
processes of collective bargaining failed 
to produce agreements the authors con- 
clude that the New Jersey act has been 
more successful than the Pennsylvania 
law in providing acceptable and workable 
solutions in labor disputes. 

The important factors contributing to 
the success of the New Jersey statute in- 
clude the skilled and impartial manner 
in which it has been administered, the 
broad and flexible standards adopted for 
the arbitrators’ guidance, the use of 
tripartite boards of arbitration that give 
the disputants some control over the de- 
cisions, and the willingness of the parties 
to forego frequent judicial review of de- 
cisions. 

The Pennsylvania act has suffered pri- 
marily from standards which restricted 
the decisions of arbitrators on wages and 


other conditions of employment to com- 
parisons with the same kind of utility op- 
erating within the same labor market 
area. 

The use of a more or less perma- 
nent panel of arbitrators under the Penn- 
sylvania law has also resulted in some of 
the undesirable effects of a permanent ar- 
bitration tribunal. 


IX addition to the adverse effects on 
collective bargaining, the report lists 
other reasons for discouraging the use of 
compulsory arbitration except as a last 
resort in situations where strikes cannot 
be permitted. Among these are the delays 
involved in the proceedings, the heavier 
burden placed on smaller unions by the 
costs of presenting an arbitration case, 
the possible introduction of courts into 
labor relations, and the accumulated mal- 
adjustments that may arise because of the 
obstacles to the introduction of innova- 
tions under arbitration. 

The report represents a year’s work on 
the part of the members of the section’s 
research staff. The basis for the analysis 
was an intensive program of personal in- 
terviews with public officials, arbitrators, 
union leaders, and utility executives in 
the two states. The interviews were in- 
tegrated with a thorough study of the files 
of each of the 26 cases in New Jersey and 
the 7 in Pennsylvania in which the strike- 
prohibition features of the law were in- 
volved. 

Although a decision by the United 
States Supreme Court last February in- 
validated a similar law in the state of 
Wisconsin on the grounds that it was in 
conflict with the Taft-Hartley Act, both 
states have continued to administer their 
acts. As yet no case has arisen to test the 
applicability of the Wisconsin decision to 
the laws of Pennsylvania and New Jersey. 





Public Power Political Thinking 


sued by President Truman, on July 21, 
1951, and as far back as September 29, 
1950. These directives were addressed to 
his Cabinet officers instructing them to 
pare down their requests for appropria- 
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RITING in the Spokane, Washing- 
ton, Spokesman Review recently, 
Homer Dodge, veteran Washington, 
D. C., observer, discussed public power 
politics in the light of two directives is- 
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tions where expenditure of the funds 
would not immediately contribute to the 
national defense. In these instructions, 
Secretary of the Interior Chapman saw 
what he, according to Mr. Dodge, “re- 
garded as an almost God-sent chance to 
further the interests of public power and 
take seven-league-boot strides toward the 
ultimate ideal of bringing the entire elec- 
tric power industry under public owner- 
ship.” 

Dodge claims that Secretary Chapman 
circulated memoranda among his subor- 
dinate officials, repeating the President’s 
injunction and pointing out the necessity 
of showing how vital to national defense 
were the various public power projects 
under construction, in the planning stage, 
or even wan gleams in the future. 

“Such officials as the Commissioner of 
Reclamation, the heads of the Bonneville 
Power Administration, the Southwestern 
and the Southeastern Power administra- 
tions were told to prepare proof that the 
safety of the nation, well-nigh, depended 
upon the further appropriation of huge 
sums to extend the public power do- 
main!” 

For a year now, the Secretary and his 
assistants, all able men, have permitted 
no opportunity to pass which, in the 
words of Dodge, “appeared to promise 
pretext for more and bigger appropria- 
tions and greater and greater bureau- 
cratic authority.” 

About a month-ago Representative 
George Dondero of Michigan observed to 
the House of Representatives that the 
entire concept of Federal activity in the 


public power field is based upon a legis- 
lative myth. 


ep Reclamation Act passed in 1906 
and sponsored strongly by Presi- 
dent Theodore Roosevelt contained a 
provision authorizing the Secretary of 
the Interior to lease surplus power from 
irrigation and reclamation projects, giv- 
ing preference to municipal enterprises. 
“This law has been cherished,” said Mr. 
Dondero, “by public power supporters 
as if it were on a par with the Constitu- 
tion or the Bill of Rights.” 

The 1906 act concerned power only 
incidentally ; it was concerned with recla- 
mation and irrigation. There is no record 
of hearings on the measure on either side 
of Congress. There is nothing to indicate 
that Congress was concerned with public 
power and with preference in favor of mu- 
nicipalities or other public bodies as to its 
use. 

And yet, according to Mr. Dondero, 
“whenever the wisdom of preference pro- 
visions is questioned we are always re- 
ferred in voices filled with awe back to 
this law of 1906. It is from this one piece 
of legislation that all of the subsequent 
preference provisions have flowed and 
today preference has become the hub of 
the public power wheel.” 

It has not been at all difficult for public 
power advocates, especially with such in- 
spired leadership as they have had, to ob- 
tain vast sums of money from Congress; 
and candidates for Congress and many 
other offices have pledged themselves to 
pour out Federal funds for public power. 





The Management Profession 


ag eee y is not only itself a 
profession. It is a part of all pro- 
fessions. It starts where you are.” Thus 
alumnus Paul Garrett urged the graduat- 
ing class at Whitman College recently to 
adopt a “management state of mind” as 
an important asset in any field of en- 
deavor. 

The speaker, for twenty years a 
top-level executive with General Motors 
Corporation and now vice president of 
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that company, stressed the special need 
for management’s role in present-day so- 
ciety where goods and service of every 
kind must be produced at prices more 
people can afford to pay. “It is the job 
of the thousands upon thousands of in- 
dividuals who have the responsibility of 
operating the nation’s businesses large 
and small of all kinds,” he declared. 
“. .. businesses in this country are inter- 
dependent. So are workers. They pay 
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each other’s wages. They consume each 
other’s products.” 


sag roe Garrett said, “we need 
managers to explore ways to as- 
sure us a flow of raw materials sufficient 
to meet the ever-multiplying wants of the 
nation. He adds: 


America is a land abundantly blessed 
with resources. But the war uncovered 
serious shortages affecting both mili- 
tary and peacetime needs. Beyond ex- 
isting resources we must have for the 
manufacturing process more and new 
materials that cannot be dug from the 
ground or carried from our forests. It 
is a management function to plan long- 
range programs for developing these 
materials economically. 


The industry official stated that skilled 
managers can make it possible for more 
people to have more, if techniques for 
manufacturing processes are improved 
and means for a more effective distribu- 
tion of goods developed. Modern produc- 
tion is partly a problem in efficient utili- 
zation of various sources, he said, adding 
that science can point the way to partial 
solution. But application for the general 
good becomes a management problem. 
Garrett went on: 


During war American industry 
demonstrated its ability based on 
peacetime experience to turn out com- 
plex technical products in unprece- 
dented quantities. Now further ways 
must be found to produce more goods 
people want with better quality at 
lower costs. That is the way to raise 
the standards of those who have the 
least... . Electricity as a principle was 
known for hundreds of years before 
Thomas Edison. But its application to 
production methods and to raise the 
living standards of all the péople was a 
contribution of management. . . . The 
war and its aftermath have affected the 
equilibrium of our economy. ... We 
need managers to show us better how 
to make progress and still maintain 
stability. 


HE corporation executive then con- 
fessed that managers have yet to 
solve the delicate problems of human re- 
lationships in industry, though close to 
perfection in mastering techniques and 
processes. Management still lags in the 
art of dealing with people. “If industry is 
to play its rdle in maintaining our way 
of life,” Garrett declared, “it must ever 
more effectively act and think with regard 
for the wishes and aspirations of people.” 
He pointed out the need for under- 
standing the mutuality of interests exist- 
ing between management and all other 
segments of society. “Workers and man- 
agement interests run parallel to each 
other,” the speaker observed. “Every 
worker has a stake in the success of in- 
dustry. Every manager has a stake in the 
welfare of the worker.” 

In conclusion, Garrett stated that ca- 
pable managers are needed to do all the 
things essential to U. S. progress and to 
do them on a sound business basis. The 
speaker added: 


. . industry over the past year or so 
has been operating at relatively high 
profit levels. It happens that until very 
recently this has not been true of my 
own industry. But the point I want to 
make is that industry does not oper- 
ate under a profit system. It operates 
under a profit and loss system. Even 
in good years as many as half of our 
business often fail to make a profit. Few 
in critical times can stay out of the red. 
. . » Unless a business can stay in the 
black over the long term, averaging the 
bad years with good, it cannot sustain 
itself. A manager may have laudable 
social intentions of providing security 
for his employees, better products at 
lower prices for his customers. But if 
he cannot keep the business going in 
realizing these intentions, he is defeated 
before he begins. 


Garrett called on his audience to be- 
come management-minded the day of 
their first jobs, to assume responsibility, 
to take the initiative, and to become lead- 
ers in industry, the sciences, and govern- 
ment. 
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The March of 
Events 


In General 


Utilities Offer to Develop 
Niagara Power 


IVE major New York utilities last 

month offered to organize and finance 
a company to develop power from the 
Niagara river. The offer was presented 
by Earle J. Machold, president of the 
Niagara Mohawk Power Corporation, at 
a hearing before a Senate Public Works 
subcommittees. 

The subcommittee has been consider- 
ing differing proposals for government 
development of the power project. One 
provides for development by the Army 
Engineers, the other by the New York 
State Power Authority. 

Mr. Machold said he spoke for his own 
company, the New York State Electric 
& Gas Corporation, Consolidated Edison 
Company of New York, Inc., Rochester 
Gas & Electric Corporation, and Central 
Hudson Gas & Electric Corporation. 

“The need for the additional available 
Niagara power, particularly for defense 
purposes, and the speed with which all 
agree it should be made available, present 
compelling reasons for rejecting govern- 
mental development,” Mr. Machold said. 

“It is our position,” he added, “that 
there is no justification whatever for gov- 
ernment, either Federal or state, to con- 
struct or operate the power development 
of the Niagara river. Private enterprise 
is not only ready, willing, and able, but 
best qualified to construct and operate the 
project. Congress should avoid recourse 
to public funds and adding to the ever- 
increasing financial burdens of the na- 
tion.” 

Mr. Machold said that all preparatory 
steps and studies for development of the 


SEPT. 13, 1951 


project had been completed by the five 
utilities, and that “our group lacks only 
the legal authority to undertake construc- 
tion immediately.” 

The Niagara Mohawk Power presi- 
dent said that in the event of private de- 
velopment, the companies would arrange, 
subject to the jurisdiction of the Federal 
Power Commission, for equitable appor- 
tionment of the power among the states 
within economic transmission distance. 

A question of adequate controls over 
distribution of power from proposed 
Niagara river power plants brought a 
clash between witnesses. 

Senator Herbert H. Lehman, New 
York Democrat-Liberal, told the sub- 
committee that a bill by Senator Irving 
M. Ives, Republican of New York, 
would not safeguard the public interest 
as certainly as his own, the Lehman Bill. 

Chairman John E. Burton of the New 
York State Power Authority disagreed. 
He is supporting the Ives Bill, which 
would permit the New York Authority 
to build the proposed project; the Leh- 
man Bill calls for construction by the 
Army Engineers. Both measures would 
transfer the completed project to New 
York state, with the state repaying con- 
struction costs. 


Ask Power Plants Be Built 


DELEGATION from Kentucky and 
Tennessee recently sought ap- 
proval by a Senate Public Works sub- 
committee for two projects on the Cum- 
berland river costing $145,000,000. 
The group asked the subcommittee to 
approve authorization of two power 
plants. One is a $130,000,000 high dam 
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at Grand Rivers, Kentucky, on the Low- 
er Cumberland. The other is a $15,000,- 
000 power facility installation at Cheat- 
ham dam, now being built in Tennessee. 

Senators McKellar and Kefauver of 
Tennessee headed the group. Bills to 
authorize construction of the two projects 
were introduced last January by McKel- 
lar. Power from the proposed projects is 
urgently needed for defense plants in the 
Kentucky-Tennessee area, witnesses 
said, 

The proposed Lower Cumberland dam 
would replace two other proposed low 
dams — Kuttawa and Dover — which 
would produce no power. These dams 
already have been authorized by Con- 


gress. 


Reclamation Reports on Power 
Production 
ECRETARY Of Interior Oscar L. Chap- 


man said recently that nearly one and 
one-half billion kilowatt hours of electric 


energy—the equivalent of a new indus- 
trial city of 300,000 inhabitants—were 
added td the defense strength of the 
nation by hydroelectric power provided 
by the Bureau of Reclamation in fiscal 
year 1951. 

The total output of more than 21 bil- 
lion kilowatt hours for the year was the 
largest since the inception of the Federal 
Reclamation program a half-century ago, 
it was said, and returned more than $35,- 
000,000 to the Federal] Treasury. In ad- 
dition to repaying all the cost of power 
developments, revenues from Reclama- 
tion power plants bear costs of irrigation 
project developments which exceed the 
farmers’ ability to pay. 

Installed generating capacity of plants 
under the Reclamation program was in- 
creased nearly one-fourth during the 
year to provide an additional 750,000 
kilowatts of hydroelectric energy to meet 
the industrial and economic needs of the 
nation and particularly the expanding 
West. 


California 


OPS Intervenes in Rate Case 


i Office of Price Stabilization re- 
cently opposed a million dollar in- 
crease in electric rates proposed to be 
established by the California Electric 
Power Company as “a long, forward 
step in the upward spiral of inflation, 
contributing its full share to the threat 
of runaway, uncontrollable inflation.” 
OPS made its position known in a 
brief filed with the state public utilities 
commission, San Francisco, by Director 
Michael V. DiSalle through OPS coun- 
sels Bryce Rea, Jr., and John J. Kirby. 
The state commission had requested 
briefs from all parties to the California 
tate proceeding involving several days of 
public hearings at which Dr. Allen R. 
Ferguson, OPS economist, testified on 
the inflationary aspects of the increase. 
The brief maintained that the power 
company failed to justify an increase at 
this time, either under OPS pricing 
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policies or state commission rate-making 
standards, and asked the commission to 
assist OPS in its battle against inflation 
by denying the application for a rate in- 
crease. 

“Control of inflation cannot be accom- 
plished unless everybody bears his share 
of the burden,” the OPS brief declared. 
“The size, scope, and extent of any par- 
ticular increase are irrelevant. Inflation 
feeds on small increases. Their cumula- 
tive effect does incalculable harm.” 

The power company serves an area of 
the state which has recently had a phe- 
nomenal growth in population, caused 
by the expansion of war industries and 
war plants since the outbreak of the 
Korean war. 

The OPS brief takes the position that 
increases in rates should be permitted by 
regulatory bodies only to the extent 
necesary to enable a utility to earn a suf- 
ficient return to meet the demands of the 
public for its service. 
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Florida 


Commission Acts under New 
Law 


HE Florida Railroad and Pub- 

lic Utilities Commission, which has 
taken over regulation of public utilities 
in the state (excepting municipals and 
co-operatives), has been making a study 
of regulatory methods in other states 
where the laws are similar to the Florida 
law enacted at the 1951 legislative ses- 
sion. Lewis Petteway, general counsel 
of the commission, has recently visited 
Illinois, Michigan, Ohio, Wisconsin, 
West Virginia, and Kentucky for this 
purpose. 

Under the act, the public utilities of 
Florida were required to file their rates 
with the commission on or before 
September 15th. Other than some indi- 
vidual complaints, no formal application 
has been filed with the commission look- 
ing to any change in existing rates. The 
first action to come before the commis- 
sion under the new law was an applica- 
tion of the Peoples Water & Gas Com- 
pany of Miami Beach to substitute oil 
gas for carbureted water gas to consum- 
ers it serves in 15 communities of Dade 
and Broward counties. During last win- 
ter the company experienced a partial 
service failure owing to inability to sup- 
ply a peak load during unusually cold 
weather for Florida. 

Peoples Water & Gas Company as- 
serted it would cost $1,200,000 to in- 
crease its capacity sufficiently in the 
manufacture of carbureted water gas, but 
said that a change-over to oil gas could 


be accomplished by an expenditure of 
$665,000. The authorization for this 
change provided that the company shall 
change its billing practice as it begins to 
furnish gas containing 709 thermal units 
by applying a multiplying factor of 1.35 
to all meter readings as compensation for 
volumetric loss resulting from the 
furnishing of gas with a higher heating 
value. 

The only other proceeding before the 
commission under the new law so far has 
been an application of the Florida Pow- 
er Corporation to issue and sell $14,000,- 
000 principal amount 3% per cent mort- 
gage bonds to mature in 1981. The 
authorization was granted. 


Takes Final Legislative Action 


cp Tallahassee city commission re- 
cently took final legislative action 
that could lead to sale of Tallahassee’s 
new power plant if approved by freehold- 
ers at an election on October 3rd. 

Two city ordinances providing for the 
lease-sale of the plant to Florida Power 
Corporation, and the supplying of power 
to the city for a long-term period, were 
given final approval by a 3-to-2 vote. 

Sale of the plant at St. Marks cannot 
be carried out unless approved by a ma- 
jority of the voters in the October elec- 
tion. 

The question of whether the power 
company should be required to put upa 
performance bond came up, but majority 
sentiment was reported to be that such 
a clause is not necessary in the contract. 


Indiana 


Commission Loses Fight 


uBLic Counselor Walter F. Jones, 

Jr., last month won an important vic- 
tory in a long-standing dispute with the 
state public service commission. At- 
torney General J. Emmett McManamon 
issued an opinion that the commission 
has no authority to introduce evidence 


in any controversial proceedings being 
heard by it. Jones has often objected to 
this practice of the commission and in a 
recent Illinois Bell Telephone rate ses- 
sion threatened to walk out. 

The attorney general’s opinion ap 
peared to be a victory for Jones. Mc- 
Manamon ruled that the public counselor 
is the only person authorized by law to 
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present evidence on behalf of the public. 
Pointing out that the statutes make the 
introduction of such evidence a responsi- 
bility of the public counselor, McMana- 
mon declared : 

It is not to be assumed that the 


legislature created a duplicate author- 
ity in the public service commission to 


offer evidence in hearings before the 
commission when this power is clearly 
granted to the public counselor. 


Commission Chairman Abbett said he 
had not studied the opinion, but stated 
that it apparently would halt the com- 
mission’s practice of making independent 
investigations. 


* 
Michigan 


Asks Right to Add More Natural 
Gas Customers 


ONSUMERS Power Company filed a 
petition last month with the state 
public service commission seeking per- 
mission to add 10,000 natural gas house- 
heating customers. The filing came one 
day ahead of the effective date of an or- 
der of the Petroleum Administration for 
Defense restricting the addition of house- 
heating customers in 15 states, including 
Michigan. (See, also, page 363.) 
The Michigan commission, however, 


could follow the lead of the Virginia 
regulatory agency, which took advantage 
of an amendment to the Defense Produc- 
tion Act to pull the state out from under 
the PAD order of August 20th. 

Consumers Power said in its applica- 
tion that it has spent $80,000,000 on ex- 
pansion of natural gas supply facilities 
and is able to supply all present and 
planned defense industries. 

The company added it now has 300,000 
natural gas customers, and the 10,000 to 
be added would be picked by lot from 
among 50,000 applicants. 


New Mexico 


Disputes Commission Order 


HE Mountain States Telephone 

Company notified the state corpora- 
tion commission recently that it could 
not accept that agency’s order suspend- 
ing rate increases put into effect in mid- 
June. 

In a lengthy letter signed by New 
Mexico-El Paso Manager E. C. Phillips, 
the company said it was acting upon the 
advice of attorneys “as to what legal 
steps can and should be taken.” 

The commission has asked Attorney 
General Martinez to take steps possible 


to see that the orders of suspension are 
complied with. It was believed that 
Martinez would have to seek the help of 
the state’s supreme court. 

Mountain States was joined in its 
move to reject the commission’s order 
by Southwestern Associated Telephone 
Company, which operates in the south- 
eastern corner of the state. Four smaller 
companies were also affected by the or- 
der, but did not sign the letter. The 
increases, if allowed to stand, will cost 
the phone users in the state some $160,- 
000 monthly. 


- 
Ohio 


Judge Ruled “Unprejudiced” 


— Justice Carl V. Weigandt of 
the state supreme court last month 
tuled that a common pleas judge acted 
without bias when he banned picketing. 


The chief justice dismissed an affidavit 
of prejudice filed against Judge Clarence 
J. Crossland of Muskingum county. The 
affidavit was filed by Joseph Hartman, 
president of Local 138 of the CIO Utility 
Workers of America. 
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Judge Crossland originally limited 
picketing at the struck Philo plant of 
the Ohio Power Company, then banned 
picketing entirely after being told in 
court of alleged acts of sabotage. 

The recent hearing before Justice 
Weigandt revolved around the August 
8th hearing, at which Crossland banned 
picketing. Hartman charged through his 


attorney that Judge Crossland acted in 
a prejudiced manner. 

Judge Weigandt said the evidence 
showed that the judge “handled the mat- 
ter as he believed it should be handled. 
Judge Crossland is at liberty to proceed 
with the case in any way he wishes.” 

The union has been on strike since 
July 21st. 


Wisconsin 


Phillips Decision “Shocks” 
Governor 


pene Walter Kohler recently 
termed the Federal Power Com- 
mission decision in the Phillips Petro- 
leum Case “shocking,” as state legal offi- 
cers went to work on a petition for a 
rehearing before the FPC. (See pages 
361 and 389.) 

Attorney General Vernon W. Thomp- 
son said he expected city officials from 
Milwaukee, Detroit, and Kansas City to 
join Wisconsin in protesting the FPC 
ruling that it has no jurisdiction over 
the rates Phillips charges the pipeline 
company which supplies Wisconsin and 
several other north-central states with 
natural gas. He said he would confer 
with legal representatives from the three 
cities before separate rehearing petitions 
are drafted. 

Governor Kohler said the state would 
throw its “finest legal talent” into the 


fight, begun last year, to get some regu- 
lation of natural gas prices in the field. 
He promised that the fight would be 
carried to the U. S. Supreme Court, if 
necessary. The governor stated as fol- 
lows: 


The position taken by the FPC is 
a ridiculous one, and can only serve 
further to undermine the confidence 
of Wisconsin people in their present 
national administration. 

This shocking decision is a serious 
blow to the natural gas consumers of 
Wisconsin. If allowed to stand, it will 
cost Wisconsin consumers millions of 
dollars in years to come. 

The state intends to see that the 
ruling does not stand unchallenged. 


Kohler charged that the FPC ruling 
had “accomplished by indirection what 
the petroleum interests failed to do by 
legislation a year ago” when President 
Truman vetoed the Kerr Bill. 


Wyoming 


Increased Gas Rates Approved 


HE state public service commission 

last month announced approval of 
an application for increased natural gas 
rates in southwestern Wyoming. 

The Mountain Fuel Supply Company 
of Salt Lake City requested permission 
to increase rates so as to receive $47,000 
additional revenue a year. 

The company said that increased labor 
costs brought about by a new contract 
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and increased rates of gas in the fields 
forced the application. In addition, the 
company said it needed more revenue 
to expand present facilities and carry 
out its exploration program for natural 
gas. 

The commission said the proposed 
rates. would allow the company to collect 
the exact cost of supplying gas plus 6 
per cent interest on its investment in all 
four main classifications of users. 
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Progress of Regulation 


Petroleum Company Exempted from Federal Regulation 
Under Natural Gas Act 


Ts Federal Power Commission de- 
cided that the Phillips Petroleum 
Company is not subject to its jurisdiction 
as a “natural gas company” within the 
meaning of the Natural Gas Act. The 
exemption of production and gathering 
of natural gas by § 1(b) of the Natural 
Gas Act was held to apply. Commissioner 
Draper concurred in the result on the 
ground that, as found by the majority, 
Federal regulation would result in a con- 
flict with state powers ; and Commission- 
er Buchanan dissented. 

This company produces and gathers 
natural gas within the meaning of the 
Natural Gas Act. It moves gas in inter- 
state commerce and sells gas for resale in 
interstate commerce. These activities, 
however, constitute a part of its gather- 
ing business, according to the commis- 
sion, or are incidents or activities related 
to it. Therefore, the movement, process- 
ing, and sales come within the exemp- 
tion. 

Production and gathering of gas ac- 
count for less than 5 per cent of the com- 
pany’s total revenues. Its business in- 
cludes acquisition and development of 
prospective and proved oil and gas leases 
and lands and production and purchase 
of crude oil, distillates, natural gasoline, 
and natural gas and its derivatives. It 
engages in various activities relating to 
gathering and transportation of oil, gaso- 
line, and natural gas liquids and refined 
products. It also produces petroleum 
chemicals and markets crude oil, natural 
gas, distillate, and their products. 

It would be unreasonable, said the 
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commission, to assume that the sponsors 
of the Natural Gas Act meant that pro- 
duction or gathering is confined to some- 
thing other than transportation in inter- 
state commerce and sale in interstate 
commerce for resale. Gathering plainly 
includes the function of transporting gas 
as it is collected from the wells, whether 
or not the movement is interstate. 

The commission reviewed past admin- 
istrative actions and said that in no case 
had the commission held that the act gave 
it jurisdiction over a company solely by 
reason of its movement of gas in inter- 
state commerce or sales in interstate 
commerce for resale where such move- 
ment or sales took place in the process 
of production or gathering. Of all the 
commission’s actions, only that in a case 
involving the Interstate Natural Gas 
Company had been the subject of 
judicial review. That company, it was 
said, purchased gas, commingled it with 
its own production, and transported the 
commingled gas to points where it made 
sales and deliveries to three companies. 
The commission asserted jurisdiction 
and was sustained by the courts. Inter- 
state Nat. Gas Co. v. Federal Power 
Commission (1946) 156 F2d 949, 65 
PUR NS 1, aff’d. (1947) 331 US 682, 
69 PUR NS 1. 

The commission, after discussing 
judicial decisions, concluded that states 
have constitutional power to regulate at 
least sales at the wellhead for resale in 
interstate commerce in the interest of 
conservation. The Supreme Court in 
construing the production and gathering 
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exemption, said the commission, had left 
no doubt that the commission was pre- 
cluded from regulating “incidents con- 
nected with” and any “activity related 
to production and gathering,” citing 
Federal Power Commission v. Panhandle 
Eastern Pipe Line Co. (1949) 337 US 
498, 81 PUR NS 161. 

Although not pertinent to the decision, 
said the commission, it was appropriate 
to point out that its conclusion, that it 
was without authority to regulate the 
prices at which the producer and gath- 


erer sells gas to the pipeline, does not 
leave the consuming public wholly with- 
out protection by the Federal commis- 
sion. The commission, in granting cer- 
tificates for construction and operation 
of pipeline facilities, must consider 
broadly the question of public con- 
venience and necessity, including the 
reasonableness of prices paid for gas. It 
can also pass upon the reasonableness of 
payment for gas as an operating expense. 
Re Phillips Petroleum Co. Opinion No. 
217, Docket No. G-1148, Aug. 22, 1951. 


7 


Intrastate Natural Gas Distributors Must Obtain Certificates 


Bee receiving gas from inter- 
State pipelines were found to be 
within the scope of the Natural Gas Act 
and were ordered by the Federal Power 
Commission to apply for certificates of 
convenience and necessity. In an earlier 
proceeding the commission had author- 
ized the construction and operation of 
the’ pipeline and required its owner to 
serve these companies, all located en- 
tirely in Illinois. The commission had 
also required the companies to apply for 
certificates to the extent required. This 
proceeding was principally for the pur- 
pose of determining whether the com- 
panies were subject to its jurisdiction. 

The companies received gas within the 
state of Illinois from high-pressure pipe- 
lines of an interstate pipeline company. 
The gas was then permitted to flow under 
its own pressure through the high-pres- 
sure pipelines of the Illinois companies 
to local distribution facilities in cities and 
communities presently being served with 
manufactured gas. The commission ruled 
that the companies were engaged in in- 
terstate commerce even though their 
operations were confined to Illinois. 

A contention that their direct delivery 
by pipelines to a number of rural cus- 
tomers along the route, between the point 
of connection with the out-of-state pipe- 
line and their local distribution facilities, 
should place the whole pipeline system 
in the category of facilities used for local 
distribution (outside the commission’s 
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authority by virtue of § 1(b) of the 
Natural Gas Act) was not accepted. The 
direct service to rural] customers was de- 
scribed as an “incidental function.” The 
commission continued : 


The cross-country pipelines will 
perform principally an_ interstate 


transportation function and perform 
incidentally a very minor retail dis- 


tribution function. While it is true that 
the pipelines in question will perform 
dual functions, the over-all function 
will be principally and almost ex- 
clusively, interstate transportation. 


Since the companies were engaged in 
the interstate transportation of natural 
gas, the commission ruled, they fell 
squarely within the jurisdiction of the 
Federal Power Commission and should 
obtain certificates. 

The commission expressed the hope 
that Congress would put such matters 
beyond its authority inasmuch as no use- 
ful purpose would be served by its ex- 
ercising jurisdiction over this type of 
“stub line” transportation in interstate 
commerce. Passage of such legislation, 
the commission concluded, would relieve 
“subject companies and the ratepayers 
whom they serve, as well as this commis- 
sion, of needless administrative detail 
and’ burdensome expense.” Re Texas 
Illinois Nat. Gas Pipeline Co. Docket 
Nos. G-1246, G-1477, Opinion No. 216, 
July 19, 1951. 
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PROGRESS OF REGULATION 


Failure to Ask for Change in Service Classification 
Bars Claim of Overcharge 


uk Texas Court of Civil Appeals 
T cphetd a decision of a lower court 
that an ice Company could not recover 
from a municipal water plant for the dif- 
ference between charges made, over a 
period of years, under a domestic rate 
and charges which would have been made 
under an industrial rate. A city ordinance 
provides that any water user may elect 
to discontinue the purchase of water on 
the basis of the regular or domestic rates 
and begin the purchase of water on the 
basis of the industrial rate, but the cus- 
tomer must notify the city in writing of 
its desire to make the change. 

The ice company sought to justify its 
failure to apply for the industrial rate 
on the ground that it did not know about 
it and that it had no notice that by 
ordinance the city had established such a 
rate. On the same ground it sought to 
avoid the bar of the statute of limitations. 

There was no claim that the water 
plant concealed the fact that the ordi- 
nance fixed and established an industrial 
rate. 

The ordinance was mentioned in 
daily papers at the time it was passed 


e 


in 1942. There was no evidence that the 
company ever applied to the waterworks 
department or ever discussed with the 
department the charges made for water. 
The court upheld a decision that the 
ordinance was valid, that the company 
was charged with knowledge of the 
ordinance, that the city was under no 
duty to give personal notice of the in- 
dustrial rate, and that the city was under 
no duty to apply the industrial rate unless 
and until the company had complied with 
the prerequisites set out in the ordinance 
for availing itself of the rate. The ap- 
pellate court also decided that the claim 
was barred by the statute of limitations. 
A city maintaining a waterworks plant, 
said the court, must not discriminate be- 
tween customers. It is not, however, re- 
quired to volunteer unsolicited advice to 
patrons as to the proper conduct of their 
business. There was a minimum charge 
of $40 a month under the industrial rate, 
while there was no such charge under 
the domestic rate. The city could not be 
expected to know which rate would be 
most advantageous to the company. 
Globe Ice Co. v. El Paso, No. 4830. 


Gas Heating Service to Multiple Dwelling Units 
Properly Denied during Emergency 


i ey Michigan commission held that 
a gas company properly denied 
space-heating service to multiple dwell- 
ing units although it was accepting ap- 
plications for ordinary dwelling units. 
Previously the commission had found 
that the demand for gas for space heat- 
ing had increased faster than supply was 
increasing, because of the construction 
of additional housing facilities. A critical 
situation had arisen which would 
jeopardize all existing users of gas un- 
less some action were taken. 
Accordingly, it had authorized the 
company to discontinue the acceptance 
of space-heating customers. It provided, 
however, that in the discretion of the 
company the restrictions should not ap- 
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ply to “new dwelling units where the 
input rating of all space-heating equip- 
ment installed or to be installed did not 
exceed the rate of 250 cubic feet of gas 
per hour.” 

The complaint against the company 
was filed by a company engaged in build- 
ing homes for resale in Detroit. A tract 
of land had been subdivided into twenty 
lots, upon which ten buildings were con- 
structed. Each building contained sepa- 
rate and distinct living quarters for two 
families. In legal contemplation, each 
side of the building would stand upon a 
separate lot and the purchaser would 
take legal title to half of the lot, the half 
of the building in which he lived, and 
certain reciprocal rights in a party wall. 
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These buildings differed from the 
ordinary duplex or two-flat in that the 
living quarters projected horizontally 
rather than vertically. This would per- 
mit the real estate company to get many 
more living units into the same space 
than the space would ordinarily accom- 
modate if single-family residences were 
constructed. Accordingly, the residence 
units would use more gas for space heat- 
ing in the same area than single-family 
home construction. 

The commission held that the physical 
characteristics of a building rather than 
the legal incidence of title governed the 
application of the order imposing gas 
restrictions. Otherwise, the commission 
said, there would be no end to the pos- 
sibilities of this situation, since prospec- 
tive builders might construct four, eight, 
or ten units in a row. The existing gas 
load upon the company’s distribution 
system in such an area would be in- 
creased all out of proportion to that con- 
templated by the order. 

The commission said that in such a 
situation it must look to the substance 
rather than the form, and in so doing it 
could not find that the units constructed 


e 


by the complaining company were of the 
type it intended to authorize by the order, 
The term “new dwelling unit” in the 
order was deemed to be plain and un. 
ambiguous and meant a residence of a 
single family and not two homes under 
one roof, or a double house. It held that 
the company did not act beyond its dis. 
cretion in rejecting the application for 
gas for space-heating purposes for these 
buildings. 

In a companion case, the commission 
held that the order was intended to make 
multiple apartment buildings ineligible 
for space-heating gas. In such an emer- 
gency first consideration must be given 
to the protection of available gas for ex- 
isting users already dependent on such 
gas for the heating of their homes. 
Curtailment was for the purpose of in- 
suring that, so far as possible, existing 
users would not find themselves without 
sufficient gas for home heating in zero 
weather, with consequent injury to pub- 
lic health, safety, and welfare. Schmier 
et al. (Prudential Investment Co.) v. 
Michigan Consol. Gas Co. D-3430-51.2, 
May 28, 1951; Re Michigan Consol. Gas 
Co. D-3430-51.1, May 28, 1951. 


Depression Insulation Questioned As Reason for Rate Increase 


A MOTION to dismiss a_ telephone 
company’s application for a rate 
increase was not decided by the Michigan 
commission pending a judicial decision 
on a similar issue involving the same 
company. The commission made definite 
rulings on a number of phases of the 
company’s rate application and reopened 
the proceeding for the submission of ad- 
ditional evidence on others. 

Evidence offered by the company to 
show that the rate increase was needed 
to insulate it against a depression was 
considered of dubious value, particularly 
where the company’s own experts testi- 
fied that such a depression would not 
occur within the foreseeable future. 

The commission did not give great 
consideration to evidence indicating the 
difference between existing plant mar- 
gins and those of ten years ago and the 
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cost of building up its plant to achieve 
the former margins. The period with 
which the comparison was made marked 
the end of the depression which preceded 
World War II, at which time utility 
facilities were substantially greater than 
consumers’ ability to use them. The com- 
mission could not see any economic ad- 
vantage in allowing the company a re- 
turn on the high percentage of idle plant 
capacity which it had at the end of the 
prewar depression. 

The commission suggested that rates 
of return on rate bases are not the pafa- 
mount consideration in determining 
utility rates which they have been made 
out to be. It said: 


Telephone plant is not installed, nor 
dividends paid, with rate bases or rates 
of return but with dollars secured 
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from ratepayers through rates for 
telephone service. In the view we take 
of the matter, the pragmatic elements 
of operating costs, including cost of 
capital, and revenues deserve our first 
consideration over metaphysical con- 
cepts of value. 

Arguments of the protestants based 
upon a Federal Communications Com- 
mission report which set out in detail the 
financial results of applicant’s parent 
company, the Bell system, and the con- 


tribution made by applicant to Bell were 
described as “material and competent.” 
The operating company calculated its 
dollar requirements on an aliquot portion 
of estimated total Bell system required 
exrnings. Consequently, the information 
was pertinent so that the commission 
cculd protect Michigan ratepayers from 
subsidizing Bell operations in other 
states by means of disproportionate con- 
tributions. Re Michigan Bell Teleph. Co. 
T-252-61.11, July 26, 1951. 


e 


Electric Rates Increased to Attract New Capital 


1. Vermont commission authorized 
an electric rate increase after its 
earlier order granting higher rates, which 
were less than those proposed by the 
company, was reversed and remanded 
for a new trial. During the past three 
years, while the rates were being in- 
vestigated, the company had charged the 
rates proposed by it under bond. The 
commission found that a return of 6} 
per cent would be sufficient to pay all 
interest charges and dividends on pre- 
ferred stock, to maintain the company’s 
present dividend rate on common stock, 
and leave a substantial balance for sur- 
plus. 

However, the commission did allow a 
7 per cent return for the 3-year period 
during which the rates were being in- 
vestigated because the company’s reports 
for those years reflected the revenues 
which were to be allowed. If the com- 
pany had to make a downward revision 
of past earnings, there might be an ad- 
verse effect on its credit position. 

In arriving at the fair rate of return, 
the commission considered general eco- 
ncmic conditions, the ability of the rates 
established to attract capital and main- 
tain the financial integrity of the com- 
pany, current cost of capital, the com- 
pany’s financial history, risk of the 
enterprise compared to that of other eco- 
nomic enterprises, general efficiency of 
the company’s management, the quality 
of service rendered, and the effect of the 
rates on the capacity of the public to 
avail itself of the service offered. It was 
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at this point that the commission con- 
cluded that the interest of the consumer 
and investor would be equitably bal- 
anced. 

The commission pointed out that two 
factors to be considered in determining 
the cost of equity capital were the actual 
earnings available for dividends and the 
dividends paid. It observed that to many, 
if not most investors, the amount which 
they actually receive for the use of their 
money may be a more important con- 
sideration than earnings which are left 
in the business and which, while they 
increase the value of the capital invest- 
ment, are not available as income to the 
investor. 

In one of the years subject to the in- 
vestigation the company paid stock divi- 
dends as well as cash dividends on com- 
mon stock. The commission said that it 
considered “a stock dividend as simply 
another way of dividing the pie without 
increasing its size.” 

In holding that the company was en- 
titled to earn a fair return on its prop- 
erty, the commission said that the return 
must be commensurate with returns on 
investments in other enterprises having 
corresponding risks and consistent with 
the interest of the financial integrity of 
the company, affording it the ability to 
maintain its credit and to attract new 
capital. 

Construction work in progress was al- 
lowed in the rate base because the com- 
pany did not charge interest during con- 
struction and the interest was not 
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capitalized and included in the ultimate 
plant relating to such property. In view 
of this, the commission said, the com- 
pany was entitled to earn on this type of 
property from its inception and before 
its completion. 

Certain customers had contributed 


toward the cost of line extensions to 
bring electric service to their own prop- 
erty. 

These contributions could not be in- 
cluded as part of the company’s net in- 
vestment. Re Citizens Utilities Co. No. 
2400-2400A, July 30, 1951. 


e 


Illegal Sale of Electricity Cannot 


N order of the Missouri commission 
prohibiting an owner of apartment 
houses from selling electricity to others 
than his own tenants cannot legally be 
evaded by the organization of a corpora- 
tion to carry on the same business. The 
Kansas City Court of Appeals upheld an 
injunction against an individual who had 
been carrying on such public utility 
activities without a certificate of con- 
venience and also against a corporation, 
organized at his instance, which was 
called his “alter ego.” 

The court, in State ex rel. Cirese v. 
Public Service Commission (1944) 54 
PUR NS 169, had sustained a commis- 
sion order requiring the cessation of this 


Be Continued through Corporation 


unlawful electric business. A real estate 
corporation was then organized, and a 
son of the individual operator became its 
managing officer. The power plant and 
distribution lines, as well as some real 
estate, were turned over to the corpora- 
tion. The plant never ceased to operate. 

In such circumstances, said the court, 
ccntinued operation was in open defiance 
of the commission order. The order was 
a matter of public knowledge, and the 
ccurt overruled a contention that the 
corporation was not bound and that it 
could not be regulated until the commis- 
sion had a hearing on a complaint against 
it. Public Service Commission v. Cirese 
et al. No. 21585, 240 SW2d 186. 


2 


Corrective Order 


A inadvertent mistake made by a 
commission’s clerical staff may be 
remedied by a corrective order, even 
though it vacates: authorization for the 
transfer of a contract carrier permit, ac- 
cording to the Massachusetts Depart- 
ment of Public Utilities ; and as contem- 
plated by statute, such an order would 
not be a revocation of the permit. The 
absence of a hearing could not constitute 
an illegal revocation of a vested right be- 
cause the order merely consented to the 
transfer, while the actual transfer is done 
by the parties. 


Not a Revocation 


In sustaining the vacation of the or- 
der, the department pointed out that the 
existence of a permit is dependent upon 
the existence of a contract. If the trans- 
feree intends to operate under an en- 
tirely different contract than that of the 
transferers, the permit cannot be trans- 
ferred. Although it would have little 
hesitation in granting an entirely new 
permit, the department said, no applica- 
tion was on file and notice requirements, 
if nothing else, prevented such an issu- 
ance. Re Todd (Pentucket Motor Ex- 
press et al.) DPU 9611, July 20, 1951. 


+ 


Attraction of Capital Basis 


HE Michigan commission author- 
ized a telephone company to in- 
to yield a return of 


+ 


crease rates 
approximately 8 per cent upon the esti- 
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for Telephone Rate Increase 


mated average net plant investment plus 
working capital, materials, and supplies. 
The commission cautioned, however, 
that it was not fixing the minimum re- 
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turn below which the company would 
suffer confiscation, nor the maximum 
return above which the rates would be 
oppressive. Under current conditions, it 
said, the company should be able to 
secure adequate capital upon favorable 
terms for all foreseeable future financial 
requirements. 

The commission pointed out that 
prices of materials, equipment, supplies, 
services, and the wages of employees, 
tegether with taxes, had increased great- 
ly since the last rate increase had been 
granted. It stated its policy to approve 
rates required for a sound credit stand- 
ing so that the utility might attract the 
capital necessary for plant rehabilitation, 
dial conversion, and expansion to serve 
present customers better and to furnish 
service to applicants whose orders were 
being held because of facility shortages. 

If the company’s net earnings proved 
in time to be too high, or if there were 
a marked reduction in the cost of capital, 
the commission would not permit ex- 
cessive, unjust, or unreasonable rates to 


be charged. It would take prompt action 
to reduce them ; but it noted that if events 
should‘ turn in the opposite direction, 
the company would always have recourse 
to the commission. 

The company had claimed that earn- 
ings must be sufficient to attract investors 
to supply capital for the construction and 
improvement of facilities in the future. 
Testimony indicated that a return of 3.6 
per cent on mortgage indebtedness, 5.7 
upon capital represented by preferred 
stock, and from 10 to 12 per cent on the 
equity investment, represented by com- 
mon stock and surplus, was required by 
the company. Such earnings would main- 
tain the company’s credit at a level per- 
mitting it to enter the security market 
and to acquire additional capital from 
time to time by the issuance of stocks and 
bonds in such proportions as to afford 
reasonable income protection for the 
bondholders and secure a favorable over- 
all cost. The new rates would achieve 
this result. Re Union Teleph. Co. T-223- 
51.4, July 23, 1951. 


e 


Other Important Rulings 


Tz New York commission, in au- 
thorizing the exercise of a gas fran- 
chise and construction of a gas plant, 
said that conditions in a franchise at- 
tempting to define the heat content and 
pressure of gas, which could be in con- 
flict with commission determinations, 
have been usually treated as surplusage 
and are in no way controlling so far as 
any orders issued by the commission are 
concerned. Re Niagara Mohawk Power 
Corp. Case 15415, June 27, 1951. 


The Wisconsin commission held that 
proposed telephone rates that would 
yield a return of 6.98 per cent were ex- 
cessive, and such rates were reduced to 
yield a return of approximately 6 per 
cent. Re Thorp Teleph. Co. 2-U-3545, 
June 27, 1951. 


The Massachusetts Department of 
Public Utilities held that it did not have 
jurisdiction to require the elimination of 


a hazard caused by a steep road ap- 
proach to a grade crossing and that it 
had only the power to require protective 
measures, Re Boston & Maine Railroad, 
DPU 9553, July 20, 1951. 


The Missouri commission held that if 
basic railroad freight rates, whether class 
or commodity, in different sections of a 
state are on the same comparative level, 
the increasing of such rates by varying 
percentages is an improper solution to 
revenue problems and is a direct cause 
of any burden that may exist against 
interstate commerce; and if basic rates 
are wrong, such rates should be cor- 
rected instead of upsetting existing uni- 
formity. Re Freight Rates and Charges 
in Missouri, Case No. 11,533, June 1, 
1951. 


An Indiana court, in an action to re- 
cover undercharges in freight rates, held 
that findings by a trial court, based on 
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conflicting evidence, may not be weighed 
by an appellate court, as it does not have 
power to substitute its judgment for that 
of the trial court. Southern R. Co. v. 
Bruce, 99 NE2d 447. 


The Utah commission authorized mo- 
tor carriers who had been denied intra- 
state rate increases to publish identical 
increases in rates as those carriers 
granted increases where there was direct 
competition between such carriers. Re 
Utah Motor Transport Asso. Case No. 
3564 Amended, May 24, 1951. 


The Wisconsin commission held that 
the reasonableness of proposed telephone 
rates, after conversion to automatic op- 
eration, should be determined by esti- 
mates confined to a period of approxi- 
mately twelve months after conversion. 
Re Cream Valley Teleph. Co. 2-U-3439, 
July 30, 1951. 


The Louisiana commission approved 
a motor carrier’s application for ap- 
proval of its acquisition of another car- 
rier’s common carrier certificate subject 
to the cancellation of its contract carrier 
permit where a state law prohibited 
simultaneous ownership of contract and 
common carrier authority. Ex Parte 
Ashton & Lee Transfer Co. et al. No. 
5757, Order No. 5684, May 4, 1951. 


The Massachusetts Department of 
Public Utilities, in authorizing the cur- 
tailment of passenger train service, held 
that public convenience and necessity are 
not dependent upon personal inconven- 
ience resulting to a small segment of the 
riding public and that the public should 
not expect railroad service to any greater 
extent than they are willing to use the 
service provided. Board of Selectmen v. 
Boston & Maine Railroad, DPU 9227, 
July 27, 1951. 
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FEDERAL POWER COMMISSION 


Re Wisconsin Michigan Power Company 


Opinion No. 213, Docket No. E-6268 
June 1, 1951; rehearing denied July 10, 1951 


ROCEEDING to determine whether power company is violating 
P section of Federal Power Act requiring filing of rates and 
charges for the sale of electric energy at wholesale in interstate 
commerce; company ordered to cease and desist charging any 
rates other than those on file with Commission and to establish 
a reserve from which refund of overcharges could be made. 


Interstate commerce, § 34 — Electricity — Interstate character of sales. 
1. A power company which receives substantial portions of its electric 
energy from out-of-state points for sale to wholesale customers within the 
state is engaged in selling at wholesale in interstate commerce and is subject 
to the jurisdiction of the Federal Power Commission under §§ 205 and 206 
of the Federal Power Act. 16 USCA §§ 824d, 824e, p. 99. 


Interstate commerce, § 22 — Status of electricity — Effect of commingling of 
energy. 
2. The fact that out-of-state energy is commingled with energy of in-state 
origin before wholesale sales of electricity by a power company take place 
does not affect the interstate character of the sales of electric energy or 
prevent the Federal Power Commission from taking Jurisdiction over them, 
p. 99. 


Interstate commerce, § 22 — Electric energy — Effect of step- -down in voltage on 
interstate character. 
3. The interstate character of electric energy which has been transmitted 
across state lines is not affected by the stepping down of its voltage after 
it has completed its interstate journey, either on the theory of production 
of a new and different current or on the breakage of the “original package,” 
p. 99. 


Electricity, § 2 — Jurisdiction over interstate sales of electric energy — Nature of 
facilities as affecting Federal Power Commission authority. 
4. Nothing in the Federal Power Act makes the jurisdiction of the Federal 
Power Commission, under Part II of the act, over sales of electric energy 
at wholesale in interstate commerce dependent upon the nature of the facilities 
involved in effecting the sale, p. 103. 


Rates, § 13 — Jurisdiction of Federal Power Commission — Interstate wholesale 
sales of electricity — Interpretation of Federal Power Act. 

5. The jurisdiction of the Federal Power Commission over interstate sales 

of electric energy at wholesale is not limited by that provision of § 20 of 

the act, 16 USCA § 813, which makes the Commission’s jurisdiction con- 
tingent upon the states involved being unable to agree on the services to be 
rendered or the rates to be charged, since this condition was either repealed 

17] 97 89 PUR NS 





FEDERAL POWER COMMISSION 


by the enactment of Part II of the act in 1935 or else must be confined to 
retail rates in interstate commerce, p. 104. 


Electricity, § 2 — Federal Power Commission jurisdiction — Interstate sales to q 
municipality. 
6. Interstate sales of electric energy at wholesale to a municipality are 
not exempt from the jurisdiction of the Federal Power Commission because 
of the fact that the Federal Power Act refers to “sale to any person for 
resale,” since the word “person” in the act has been consistently construed 
as applicable to municipalities, p. 105. 


§ 252 — What constitutes increase — Lifting of “freeze” on fuel clause. 
7. A power company’s lifting of a “freeze” of its coal factor adjustment 
which had been adopted because of the rapidly rising cost of coal results 
in an unauthorized upward change in rates to wholesale customers where 
no Commission approval for the elimination of the freeze was obtained, 
although the power company had never filed the “freeze” with the Federal 
Power Commission even when it was given effect in the billing to wholesale 
customers, p. 106. 


§ 252 — Unauthorized charges by power company — Penalty. 

8. No sanctions were invoked against a power company for its violation of 
the Federal Power Act in charging in excess of the legally effective rates 
on file with the Commission, even though the violation did not appear to be 
unintentional, where the company agreed with its wholesale customers to 
refund any overcharge, p. 107. 


Interstate commerce, § 22 — Sales of electric energy — Effect on interstate status 


of interconnection. 


Statement that where generating facilities of varying kinds located in more 
than one state are combined by means of interconnections crossing state 
boundaries and operated as an integrated system or unit to provide the ca- 
pacity and energy required to carry the utility loads served at maximum 
economy, the sales of energy from that system for resale are “sales at whole- 
sale in interstate commerce,” p. 103. 


(Situ, Commissioner, concurs in result only.) 
* 

APPEARANCES: Martin R. Paulsen consin Company) is violating the pro- 
and Van B. Wake, for respondent; visions of the Federal Power Act and 
William E. Torkelson, Chief Counsel, rules thereunder requiring the filing 
for Public Service Commission of Wis- of rates and charges and changes in 
consin; Stewart G. Honeck, Deputy rates and charges for the sale of elec- 
Attorney General, for state of Wiscon- tric energy at wholesale in interstate 
sin; Leonard Eesley and A. R. Spalt- commerce. 
er, for staff of the Federal Power On April 8, 1949, Wisconsin Com- 
Commission. pany submitted for filing supplements 

to its filed rate schedules for the sale 

By the Commission: This isa pro- of electric energy at wholesale to Wis- 
ceeding, initiated by order to show consin Public Service Corporation, 
cause to determine whether Wiscon- the Wisconsin cities of Kaukauna, 
sin Michigan Power Company (Wis- Menasha, Shawano, New London, 
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and Clintonville, the Oconto Electric 
Cooperative in Wisconsin, and the 
Upper Peninsula Power Company in 
Michigan (the customers are here- 
after called “wholesale customers” and 
the sales, “wholesale sales”). The 
supplements would have increased the 
presently effective rates and charges 
of Wisconsin Company to the whole- 
sale customers through removal of a 
previous limitation on the operation of 
a fuel adjustment clause. Upon re- 
ceipt of protests from certain purchas- 
ers, this Commission, on May 5, 1949, 
in Docket No. E-6213, suspended the 
proposed supplemental rate schedules 
pending hearing. Thereafter, upon 
representation by Wisconsin Company 
that it would file expeditiously an al- 
ternative rate proposal, the Commis- 
sion, on June 9, 1949, issued an order 
consenting to the withdrawal of the 


suspended rate schedules, expressly 
stating therein that the Commission 
was “not consenting to any deviation 
from the rates and charges . . . as 
fled with this Commission prior to 


the April 8, 1949, filings.” Wiscon- 
sin Company, however, filed no alter- 
native rate proposal. Instead, it ap- 
plied to the Wisconsin Commission 
for approval of increased rates which 
it has been charging the wholesale 
customers since January 1, 1949. 

In these circumstances we issued a 
show cause order on February 10, 
1950, requiring the Wisconsin Com- 
pany to show cause at a public hear- 
ing why we should not find that the 
wholesale sales of electric energy are 
subject to our jurisdiction; that Wis- 
consin Company has violated the Fed- 
eral Power Act and rules thereunder, 
and continues-to do so in charging 
tates other than those on file with this 


Commission ; and why we should not 
order it to cease and desist from charg- 
ing any rates other than those on file 
and to account for the difference be- 
tween the filed rates and the rates 
actually charged. 

After hearing, in which the Public 
Service Commission of Wisconsin and 
the state of Wisconsin actively par- 
ticipated as intervenors, briefs, inter- 
mediate decision of the presiding ex- 
aminer, exceptions thereto and oral ar- 
gument before the Commission, this 
proceeding is now before us for deci- 
sion. 

[1-3] In disposing of this proceed- 
ing we must answer these questions: 

1. Is Wisconsin Michigan Power 
Company subject to the Commission’s 
jurisdiction as a “public utility” under 
Part II of the Federal Power Act, it 
being conceded that it is subject to the 
Commission’s jurisdiction as a “‘i- 
censee”’ under Part I of the act by rea- 
son of the ownership and operation 
under Federal Power Commission li- 
cense of two hydroelectric projects 
(Projects Nos. 1759 and 1980) lo- 
cated in Michigan? 

2. Are the wholesale sales of elec- 
tric energy by Wisconsin Michigan 
Power Company in interstate com- 
merce and, therefore, subject to this 
Commission’s jurisdiction under §§ 
20, 205, and 206 of the act, 16 USCA 
§§ 813, 824d, 824e? 

3. If questions 1 and 2 are an- 
swered in the affirmative, were the 
rates charged in such sales since Janu- 
ary 1, 1949, in excess of the rates on 
file with the Commission? 

4. If the answer to question num- 
ber 3 is in the affirmative, what sanc- 
tions should be invoked against Wis- 
consin Company? 
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There is no real dispute that Wis- 
consin Company is a “public utility” 
within the meaning of Part II of the 
act.' Wisconsin Company’s system 
consists of a Northern Division and 
a Southern Division.* The Northern 
Division is located in the peninsula 
section of Michigan and in Wisconsin, 
with the major portion in Michigan, 
and the Southern Division is located 
entirely in Wisconsin. These divi- 
sions are not contiguous, but are in- 
terconnected by means of a 132-kilo- 
volt transmission line, 147 miles long, 
extending from a substation at Twin 
Falls, Michigan, to the city limits sub- 
station at Appleton, Wisconsin. Over 
this transmission line electric energy 
generated in Michigan is regularly 
transmitted to Wisconsin for consump- 
tion in that state, and energy generat- 
ed in Wisconsin is regularly transmit- 


ted to Michigan for consumption in 


that state. It is not disputed by any 
of the parties to this proceeding that 
the 132-kilovolt line is a facility used 
in the transmission of electric energy 
in interstate commerce. Thus, by rea- 
son of the ownership and operation of 
this facility alone, Wisconsin Com- 
pany is a “public utility” subject to 
the Commission’s jurisdiction under 
Part II of the act. Indeed, we do not 
understand that Wisconsin Company 
or intervenors deny the company’s 
status as a “public utility.” The con- 
tention seems to be only that the com- 
pany is not a “public utility” for all 
purposes under the act. There is, 
however, no basis in the act for that 


contention, which apparently js 
founded upon an assumption that de- 
termination of the status of a company 
as a “public utility” automatically 
subjects all of its wholesale rates to 
the Commission’s regulation under 
Part II of the act. But this is not so, 
Jersey Central Power & Light Co. y, 
Federal Power Commission (1943) 
319 US 61, 73, 87 L ed 1258, 48 PUR 
NS 129, 137, 63 S Ct 953. No such 
claim is advanced by the Commission's 
staff nor have we ever held that to be 
the consequence of a determination of 
status as a “public utility.” A “public 
utility” may or may not be subject to 
regulation under a particular section 
of Part II depending on whether the 
section by its terms applies. Thus, 
under § 205 of Part II, it is only those 
wholesale sales of a “public utility” 
that are in interstate commerce which 
are subject to the Commission’s juris- 
diction. For that reason, notwith- 
standing our finding that Wisconsin 
Company is a “public utility,” we must 
next examine in this opinion the com- 
pany’s operations as they relate to the 
wholesale sales to determine whether 
they are in interstate commerce and, 
therefore, subject to our jurisdiction 
under §§ 20, 205, and 206 of the act, 
supra. 

Wisconsin Company’s Southern 
Division serves an area north of Lake 
Winnebago in the eastern part of Wis- 
consin. Its facilities include approxi- 
mately 248 miles of 33-kilovolt trans- 
mission lines, most of which form 4 
loop extending north and west from 





1“Public utility” is defined in the act as a 
person who owns or operates facilities for the 
transmission or sale at wholesale of electric 
energy in interstate commerce. Sections 201 
(b), (c), (d), and (e), 16 USCA § 824 (b), 
(c), (d). and (e). 
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2Wisconsin Company also operates two 
small isolated systems in Michigan which are 
not involved in this proceeding and may 
disregarded. 
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Appleton, Wisconsin, and approxi- 
mately 56 miles of 13.8-kilovolt trans- 
mission lines connected to the loop. 
From the 33-kilovolt transmission 
facilities constituting the loop, elec- 
tric energy is sold at wholesale to the 
cities of Clintonville, Shawano, New 
London, and the Oconto Electric Co- 
operative; from 33-kilovolt exten- 
sions from the loop, electric energy is 
sold at wholesale to the city of Kau- 
kauna, and until June 1, 1950, was 
sold to the city of Menasha; and from 
a 13.8-kilovolt line connected to the 
loop, electric energy is sold at whole- 
sale to Wisconsin Public Service Cor- 
poration at Suring, which is north of 
the loop. 

The Northern Division serves vari- 
ous areas in the peninsula section of 
Michigan and adjacent areas in Wis- 
consin. Its facilities include a net- 
work of 66-kilovolt and 13.8 kilovolt 
transmission lines emanating from 
Twin Falls, Michigan. Wisconsin 
Company’s only Northern Division 
wholesale customer with which we are 
concerned in this proceeding, Upper 
Peninsula Power Company, is served 
through the 66-kilovolt system, but 
after step-down of the voltage to 6.9 
kilovolt. 

The generating facilities of the 
Southern Division consist of a steam 
station at Appleton, having a capabil- 
ity of 20,000 kilowatts, and hydro 
stations of an aggregate capability of 
1,450 kilowatts, located at Appleton, 
Oconto Falls, and Weyauwega. The 
generating facilities of the Northern 
Division, having an aggregate capa- 
bility of 57,310 kilowatts, consist of 
a diesel station at Iron River, Michi- 
gan, and nine hydro stations, all but 
one of which are located in Michigan. 
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By means of the 132-kilovolt trans- 
mission line described above and a 
110-kilovolt line of Wisconsin Public 
Service Corporation extending from 
a point of interconnection with the 
132-kilovolt line at Public Service 
Corporation’s Pulliam substation at 
Green Bay to Wisconsin Company’s 
Bear Creek substation on the western 
side of the 33-kilovolt loop, the facil- 
ities of the Northern and Southern 
Divisions are linked together and op- 
erated as a single integrated and co- 
ordinated interstate system. These 
operations, which are controlled by 
Wisconsin Company’s load dispatcher 
located in Appleton, Wisconsin, with 
subordinate dispatching at Twin Falls, 
Michigan, are designed to overcome 
generating capability deficiencies which 
exist at times in the respective divi- 
sions to meet load requirements and 
to make the most economical and effi- 
cient utilization of Wisconsin Com- 
pany’s steam and hydro power re- 
sources. Additionally, Wisconsin 
Company’s generation is supplemented 
by purchases of electric energy in 
Michigan and Wisconsin from, among 
others, Wisconsin Public Service Cor- 
poration, Wisconsin Electric Power 
Company, the city of Kaukauna, and 
Kimberly-Clark Corporation. In con- 
nection with the purchases of electric 
energy to meet its requirements, co- 
ordination of dispatching operations 
and scheduling of maintenance are 
achieved through an operating com- 
mittee representing the electric util- 
ities involved. 

As part of the normal course of the 
integrated and co-ordinated operations, 
substantial amounts and percentages 
of Michigan-generated energy are de- 
livered to the Southern Division in 
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Wisconsin for consumption in that 
state. Thus, in December, 1949, the 
peak-load month of the year, when 
the aggregate capability of the South- 
ern Division’s generating stations was 
21,450 kilowatts as compared to the 
maximum hourly load of the South- 
ern Division in that month of 64,000 
kilowatts, 7,338,000 kilowatt hours of 
Michigan-generated energy was trans- 
mitted over the 132-kilovolt line from 
the Northern Division, representing 
the supply of 22 per cent of the South- 
ern Division’s load. In other months, 
this percentage was as high as 59 per 
cent, although it varied from only a 
fraction of a per cent during periods of 
low river flow in Michigan. 

Similarly, the Northern Division 
receives substantial percentages of 
Wisconsin-generated energy from the 
Southern Division for consumption in 
Michigan. 


For example, during the 
months of July, 1948, through April, 


1950, Wisconsin-generated energy 
supplied to the Northern Division over 
the 132-kilovolt line to meet load re- 
quirements in Michigan ranged from 
5 to 36 per cent of those load require- 
ments on a monthly basis, while for a 
number of hours studied the Wiscon- 
sin energy was over 80 per cent of the 
load requirements. 

It is undisputed that the Michigan- 
generated energy is sold by Wisconsin 
Company to the wholesale customers 
in Wisconsin and delivered to them 
by means of the 132-kilovolt, 110-kilo- 
volt, 33-kilovolt, and 13.8-kilovolt 
transmission facilities described above, 
and that Wisconsin-generated energy 
is sold to Upper Peninsula Power 
Company in Michigan and deliv- 
ered to that wholesale customer by 
means of the 132-kilovolt and 66- 
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kilovolt transmission lines from the 
Twin Falls bus to Iron River, Mich- 
igan. The uncontroverted evidence 
shows that at times Michigan-gen- 
erated energy represented 94 per 
cent of the energy sold to the city of 
Menasha; 67 per cent of the energy 
sold to the city of Kaukauna; 80 per 
cent of the energy sold to the cities of 
Clintonville, New London, and Sha- 
wano, Oconto Electric Cooperative, 
and Wisconsin Public Service Corpo- 
ration prior to the time Wisconsin 
Company’s Bear Creek substation 
went into operation ; and, after it went 
into operation, 48 per cent of the 
energy sold to those wholesale cus- 
tomers. The percentage of Wisconsin 
energy on the Twin Falls bus, through 
which Upper Peninsula Power Com- 
pany receives its energy, was over 70 
per cent for some of the days studied. 

From these facts, it seems to us, the 
conclusion is inescapable that the 
wholesale sales involved in this pro- 
ceeding are sales at wholesale in inter- 
state commerce subject to our juris- 
diction under $§ 205 and 206 of the act 
and we so find. But Wisconsin Com- 
pany and intervenors contend that the 
sales are not in interstate commerce 
because, they assert, the out-of-state 
energy has lost its interstate character 
before the wholesale sales are made. 
They base this contention on the fact 
that the out-of-state energy is com- 
mingled with energy of in-state origin 
before the wholesale sales take place: 
that the voltage of the out-of-state 
energy is reduced before the wholesale 
sales are made (in Michigan from 132- 
kilovolts to 66-kilovolts and in Wis- 
consin from 132-kilovolts to 33-kilo- 
volts) ; and finally on the fact that the 
33-kilovolt and 66-kilovolt facilities 
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used to effect the wholesale sales in 
Wisconsin and Michigan are also used 
to deliver energy to large industrial 
customers and to communities served 
at retail by Wisconsin Company. 
These are not new contentions. We 
have considered them in other cases 
similar to this and found them to be 
without merit. 

The contention that sales are not in 
interstate commerce when out-of-state 
energy is mixed with energy of in- 
state origin we rejected in Re Otter 
Tail Power Co. Opinion No. 186, No- 
vember 23, 1949, adhering in that 
case to previously formulated prece- 
dent, Re Pennsylvania Water & Pow- 
er Co. (1949) Opinion No. 173, 82 
PUR NS 193; and cf. Safe Harbor 
Water Power Corp. (1946) 5 FPC 
221, 66 PUR NS 212: affirmed 
(1949), 84 PUR NS 344, 179 F2d 
179; certiorari denied (1950) 339 
US 957, 94 L ed 1368, 70 S Ct 980, 
“that where generating facilities of 
varying kinds located in more than 
one state are combined by means of 
interconnections crossing state bound- 
aries and operated as an integrated sys- 
tem or unit to provide the capacity and 
energy required to carry the utility 
loads served at maximum economy, 
the sales of energy from that system 
for resale are ‘sales at wholesale in 
interstate commerce.’ ” 

The considerations which led to that 
conclusion in the Otter Tail Case are 
applicable and controlling here. Here, 
as there, the generation from plants in 
each of the states contributes to the re- 
quirements of the system in all of the 
states. No attempt or effort is made at 
any time to limit generation at any 
plant because of state boundaries. The 
facilities in the different states are op- 
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erated at all times for complete inte- 
gration. Power and energy are sup- 
plied from each of the company’s gen- 
erating stations at such times and in 
such amounts as will provide the most 
economical and reliable source of sup- 
ply. Power is supplied to the system 
as a whole and service is provided from 
the system to all customers and com- 
munities served in such a way that all 
customers on the system, including 
wholesale customers, benefit from 
economies of pool operation. 

The second contention that the in- 
terstate character of the energy is at 
an end in Wisconsin and Michigan at 
the points where the out-of-state ener- 
gy is stepped down from 132 kilovolts 
to 33 and 66 kilovolts, respectively, 
Wisconsin Company rests on the the- 
ory that the reduction in voltage “is 
the production of a new and different 
current” and intervenors rest on the 
theory that the reduction in voltage 
breaks the “original package.” The 
law is settled to the contrary. E.g., 
Hartford Electric Light Co. v. Federal 
Power Commission (1942) 46 PUR 
NS 198, 131 F2d 953, 960; certiorari 
denied (1943) 319 US 741, 87 L ed 
1698, 63 S Ct 1028; cf. Illinois Nat. 
Gas Co. v. Central Illinois Pub. Serv- 
ice Co. (1942) 314 US 498, 86 L ed 
371, 42 PUR NS 53, 62 S Ct 384. 

[4] The final contention is that 
the 33-kilovolt facilities in Wisconsin 
and the 66-kilovolt facilities in Michi- 
gan are facilities used in local distribu- 
tion; as such are expressly excluded 
from the Commission’s jurisdiction by 
the “but” clause of § 201(b); and, 
hence, all sales made from those facil- 
ities are exempt from our jurisdiction. 
To support the claim that the facilities 
are used in local distribution, reliance 
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is placed upon the fact that several 
large industrial customers are served 
at retail from some of the 33-kilovolt 
facilities, the 13.8-kilovolt facilities, 
and the 66-kilovolt facilities. 

This contention is invalid on at 
least two counts. In the first place, 
nothing in the act makes our jurisdic- 
tion under Part II over sales of elec- 
tric energy dependent upon the nature 
of the facilities involved in effecting 
the sale. “Sale of electric energy at 
wholesale” is defined only as “a sale 
of electric energy to any person for 
resale.” Section 201(d). Under the 
statute the nature of facilities only ap- 
plies to the determination of the status 
of an electric company as a “public 
utility” under Part II. That term is 


defined in § 201(e) as “any person 
who owns or operates facilities sub- 
ject to the jurisdiction of the Commis- 


sion under this Part,’”’ which facilities 
are, in turn, defined in § 201(b) as ex- 
cluding “facilities used in local dis- 
tribution.” 

In the second place, even if we as- 
sume, arguendo, that the nature of the 
facilities is relevant as indicating 
whether the sales are in interstate com- 
merce, and that some argument could 
be made that the facilities are, in a 
sense, distribution facilities to the ex- 
tent that they are used to serve large 
industrial customers at retail, by no 
stretch of the imagination can it be 
said that the facilities which constitute 
the transmission backbone of Wiscon- 
sin Company’s system are local dis- 
tribution facilities. Just such an argu- 
ment as is here made was rejected by 
the Supreme Court in Federal Power 
Commission v. East Ohio Gas Co. 
(1950) 338 US 464, 94 L ed 268, 82 
PUR NS 1, 70 S Ct 266. The court 
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there said (at 338 US, pp. 469-471, 
82 PUR NS pp. 5, 6): 

¥ But what Congress must 
have meant by ‘facilities’ for ‘local dis- 
tribution’ was equipment for distribut- 
ing gas among consumers witiin a 
particular local community, not the 
high-pressure pipelines transporting 
the gas to the local mains. . . . We 
are wholly unpersuaded that Congress 
intended to treat trunk lines like East 
Ohio’s as though they were mere in- 
tegrated facilities of the numerous 
community supply systems which they 
service. +. 

This applies with equal force to the 
same phrase in the Federal Power Act 
and to the facts of this case where high- 
voltage lines plainly serve the purpose 
of transmitting energy in bulk from 
points of generation to the points 
where it is sold in bulk for resale as in 
the case of the wholesale customers. 
We note that on the maps of its sys- 
tem introduced in evidence by Wis- 
consin Company the 132-kilovolt, 66- 
kilovolt, 33-kilovolt, and 13.8-kilovolt 
lines are all designated “transmission 
lines” as indeed they are. We cannot 
see how “local distribution” can be 
construed as encompassing all of Wis- 
consin Company’s operations through- 
out Wisconsin and Michigan, which is 
a necessary consequence of the conten- 
tions of Wisconsin Company and inter- 
venors. Federal Power Commission 
v. East Ohio Gas Co. supra, at p. 471, 
citing Illinois Nat. Gas Co. v. Central 
Illinois Pub. Service Co. (1942) 314 
US 498, 86 L ed 371, 42 PUR NS 
53, 62 S Ct 384. 

[5] Having found the wholesale 
sales are in interstate commerce and 
subject to our jurisdiction under Part 
II, it follows in like manner that the 
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power enters into interstate commerce 
within the meaning of § 20 of Part I 
and the sales are also subject to our 
jurisdiction under Part I. Intervenors 
contend, however, that the Commis- 
sion’s jurisdiction cannot attach under 
§ 20 because of the following provi- 


whenever any of the states 
directly concerned are unable 
to agree on the services to be 
rendered, or on the rates or charges 
of payment therefor jurisdic- 
tion is hereby conferred upon the 
Commission . . . .” 

With respect to this language, we 
have already held in the Safe Harbor 
Case, supra, and reaffirmed our hold- 
ing in the Penn Water Case, supra, 
that either the condition precedent 
was repealed by the enactment of Part 
II in 1935 or else it must be confined 
to agreement on retail rates in inter- 
state commerce, for regulation of the 
sale of electric energy at wholesale in 
interstate commerce has always been 
beyond the power of the states. 
Rhode Island Pub. Utilities Commis- 
sion v. Attleboro Steam & Electric Co. 
273 US 83, 71 L ed 549, PUR1927B 
348, 47 S Ct 294. Therefore, our 
jurisdiction under § 20 is not depend- 
ent upon our finding that the states 
are unable to agree.* 


Nevertheless, in the present case, it 
is not necessary for us to rest our juris- 
diction under § 20 on this analysis 
alone. Upon an examination of the 
statutes of Wisconsin and Michigan, 
no provision is found which would au- 
thorize the Commissions of either of 
those states to agree on the regulation 
of any rates whatsoever. Since 
these Commissions may not act beyond 
the powers granted them (Milwaukee 
v. Chicago, M. St. P. & P. R. Co. [Wis 
1947] 71 PUR NS 383, 385; see 
Clintonville Transfer Line v Public 
Service Commission [1945] 248 Wis 
59, 62 PUR NS 364, 369, 370, 21 
NW2d 5, 11; Sparta Foundry Co. v. 
Public Utilities Commission [1936] 
275 Mich 562, 267 NW 736), it fol- 
lows that Wisconsin and Michigan are 
indeed unable to agree on Wisconsin 
Company’s rates in interstate com- 
merce within the meaning of § 20 and 
we so find. 

[6] Before leaving the subject of 
jurisdiction, we note that the presid- 
ing examiner concluded that a sale to 
a municipality such as the sales to the 
cities of Kaukauna, Menasha, Sha- 
wano, New London, and Clintonville 
is not a “sale at wholesale” which is 
defined in § 201(d) as a “sale to any 
person for resale” because ‘“‘municipal- 
ities” are excluded from the definition 





3On review of the Safe Harbor Case, su- 
pra, it was not necessary for the United States 
court of appeals for the third circuit to pass 
on this analysis. However, the court clearly 
indicated that if the provisions of Parts I and 
II cannot be reconciled it must be held that 
the conditions precedent in § 20 to the exer- 
cise of Commission jurisdiction were repealed 
by implication in 1935. Safe Harbor Water 
Power Corp. v. Federal Power Commission 
ge 84 PUR NS 344, 351, note 10, 179 F2d 
79, 185. 

*There is nothing comparable to the Penn- 
sylvania statute, § 913 of Pa Public Utility 
Law, 66 PS § 1353, reading as follows: “(a) 
The Commission shall have full power and 


authority to make joint investigations, hold 
joint hearings within or without the common- 
wealth, and issue joint or concurrent orders in 
conjunction or concurrence with any official, 
board, commission, or ageny of any state or 
of the United States, whether in the holding 
of such investigations or hearings, or in the 
making of such orders, the Commission shall 
function under agreements or compacts be- 
tween states or under the concurrent power of 
states to regulate the interstate commerce, or 
as an agency of the Federal government, or 
otherwise,” nor the similar statute of Mary- 
wot Ann. Code of Maryland (1939) Art 23, 
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of “person” in §$ 3(3), 3(4), and 
3(7). No such claim was advanced 
by the parties to this proceeding and 
the presiding examiner’s view is con- 
trary to our consistent construction of 
the act.® Re California Electric Power 
Co. (1951) Opinion No. 212,89 PUR 
NS 359. Further, whatever may be 
said of jurisdiction under Part II over 
sales to municipalities, the fact re- 
mains that the sales to the municipal- 
ities are not excluded from our juris- 
diction under § 20. 

[7] We come then to the question 
whether the rates charged the whole- 
sale customers by Wisconsin Company 
since January 1, 1949, exceeded the 
rates legally on file with this Commis- 
sion, and, if we so find, what sanctions 
we should invoke against Wisconsin 
Company for its unauthorized devia- 
tion from the filed rates. 

It appears that in March, 1945, 
Wisconsin Company agreed with the 
Wisconsin Commission to a temporary 
freeze of the coal factor adjustment at 
a maximum increase of .15 cents per 
kilowatt hour in view of the rapidly 
rising cost of coal at the time, although 
the rates legally on file with us per- 
mitted the operation of the fuel adjust- 
ment clause without limitation. Wis- 
consin Company made no filing of that 
change in rates with us at that time and 
did not do so even when the “freeze” 
was given effect in the billings to the 
wholesale customers several months 
later. The “freeze” was continued to 
January 1, 1949, when it was removed 
and the basing point for the price of 


coal changed from Appleton to a some. 
times cheaper point of supply at Mil. 
waukee. Therefore, Wisconsin Com. 
pany argues, while the rates charged 
since January 1, 1949, are a “techni- 
cal’’ deviation from the filed rates, they 
are less than the rates Wisconsin Com- 
pany has on file with us because the 
filed rates do not include the “freeze.” 

The facts, however, are otherwise. 
On April 19, 1946, when Wisconsin 
Company filed supplements to the 
wholesale rate schedules for the sale 
of electric energy to New London, 
Shawano, Menasha, Clintonville, Kau- 
kauna, Wisconsin Public Service Cor- 
poration, and Upper Peninsula Power 
Company, providing for a change in 
the coal clause factor from .03 cents to 
.02 cents per kilowatt hour, it included 
a statement that the coal adjustment 
was subject to a maximum increase of 
.15 cents per kilowatt hour and data 
showing the effect of the “freeze.” 
Upon inquiry by the Commission by 
letter of May 1, 1946, “why the ap- 
parent maximum allowable increase 
; in the application of the fuel 
clause adjustment should not be speci- 
fied as a provision to be included in 
the amendments to the agreements,” 
Wisconsin Company, by letter of May 
6, 1946, explained the circumstances 
that had led to the “freeze” being put 
into effect but stated that the “com- 
pany is not desirous of filing the tem- 
porary arrangement in the form of 
amendments to the special agreements 


The Commission, however, included 





5Lest we leave an erroneous impression, 
we should point out that the presiding exam- 
iner nonetheless held that the sales to the 
municipalities are subject to our jurisdiction 
under Part II on the theory that our jurisdic- 
tion having attached to the sales for resale to 
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Wisconsin Public Service Corporation, Oconto 
Electric Cooperative, and Upper Peninsula 
Power Company, jurisdiction over sales to the 
municipalities attaches to prevent unlawful dis- 
criminations. We cannot adopt this approach. 
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the statement regarding the limitation 
upon the operation of the fuel adjust- 
ment clause as part of the supplemental 
rate schedules and advised Wisconsin 
Company that the supplemental rate 
schedules had been permitted to be- 
come effective as of May 23, 1946. 
By this action the Commission fulfilled 
one of the purposes of the provisions 
of the act and rules thereunder respect- 
ing the filing of rate schedules—name- 
ly, to have available for public inspec- 
tion “full and complete rate schedules 
clearly and specifically setting forth all 
rates and charges for any transmission 
or sale of electric energy.” 18 CFR 
35.3(a). Obviously, to have accepted 
the supplements for filing without the 
inclusion of the statement respecting 
the “freeze” would not have resulted 
in the filing of the actual rate with con- 
sequent violation of the act. Thus, 
we find, that since May 23, 1946, the 
legally filed rates have included the 
“freeze” and the lifting of the limita- 
tion in January, 1949, without our ap- 
proval, resulted in an unauthorized up- 
ward change in the rates to the 
wholesale customers. 

That Wisconsin Company consid- 
ered the legally effective rates to in- 
clude the “freeze,” notwithstanding its 
present claim, seems apparent from its 
filing on April 8, 1949, of the supple- 
ments providing for the lifting of the 
“freeze” and the change in the basing 
point from Appleton to Milwaukee. 
That conclusion is not altered by the 
fact that Wisconsin Company subse- 
quently withdrew those supplements 
and deviated from the legally filed and 
effective rates without our approval. 
Indeed, as a basis for securing our 
consent to withdrawal of the proposed 
supplements, Wisconsin Company 


made representations showing that the 
company considered the 1949 filing an 
increas¢ in rates. After the Commis- 
sion suspended the proposed supple- 
ments by order of May 5, 1949, Wis- 
consin Company, on May 20, 1949, 
filed a petition requesting revocation 
of the suspension and agreeing to make 
a refund to any of the customers re- 
ferred to in the Commission’s order in 
the event that the new rates were in 
excess of just and reasonable rates. 
Furthermore, on May 27, 1949, Wis- 
consin Company withdrew the pro- 
posed supplements with the statement 
that it would prepare new and more 
complete filings which would be sub- 
mitted to the Commission with “the 
necessary data to back up the upward 
rate adjustments.””’ There would be 
no upward rate adjustment if, as con- 
tended by Wisconsin Company, the 
previous rate with the coal factor 
“freeze’”’ had not been on file. 


[8] There remains, then, one ques- 


tion: What sanctions should be in- 
voked against Wisconsin Company for 
its violation of the act in charging 
rates in excess ‘of the legally affective 
rates on file with the Commission? 
We cannot say that Wisconsin Com- 
pany’s violation of the act was unin- 
tentional, yet we are not disposed to 
assess penalties in view of the com- 
pany’s agreement with the wholesale 
customers, and assurance to us, that 
it will make an appropriate refund to 
them in the event of a withdrawal, cor- 
rection, or modification of the rate 
charge since January 1, 1949. To as- 
sure fulfilment of that undertaking, 
and as a matter of sound accounting, 
we shall require Wisconsin Company 
to establish a reserve in an amount suf- 
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ficient to extinguish that contingent 
liability. 

An appropriate order will be en- 
tered. 


SMITH, Commissioner, concurring : 
I concur in the result only. 


ORDER 


The Commission, having consid- 
ered the record with respect to the 
matters involved and the issues pre- 
sented and having issued its opinion 
No. 213, which is hereby incorporated 
by reference and made a part hereof, 
further finds: 

(1) Wisconsin Michigan Power 
Company (‘Wisconsin Company”), 
is a corporation organized in Wiscon- 
sin and owning and operating facilities 
for the generation, transmission, and 
distribution of electric energy in Wis- 
consin and Michigan. As the holder 
of licenses issued for the hydroelectric 
projects designated in the records of 
the Commission as Projects No. 1759 
(Way, Peavy, and Twin Falls) and 
No. 1980 (Big Quinnesec), it is a li- 
censee under Parts I and III of the 
Federal Power Act. Its facilities, with 
exceptions not relevant to this pro- 
ceeding, consist of a Northern Divi- 
sion, located almost entirely in Michi- 
gan, and a Southern Division, located 
entirely in Wisconsin. 

(2) The Northern and Southern 
Divisions are interconnected by means 
of a 132-kilovolt transmission line éx- 
tending from Wisconsin Company’s 
Twin Falls, Chalk Hills, and White 
Rapids substations in Michigan to 
Wisconsin Company’s substation at 
Stiles and to its city limits substation 
at Appleton, Wisconsin. Substantial 
amounts of electric energy are regu- 
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larly transmitted in bulk over these 
facilities, particularly during periods 
of high-water flow in Michigan, from 
power resources in the Northern Divi- 
sion to the substations in Wisconsin 
for consumption in that state. Simi- 
larly, substantial amounts of energy 
are transmitted in bulk over the 132- 
kilovolt line, particularly during peri- 
ods of low-water flow in \ichigan, 
from the Southern Divisio. to the 
Twin Falls substation in Michigan for 
consumption in that state. 

(3) Among other facilities, the 
132-kilovolt line and appurtenant sub- 
stations referred to in Finding (2) are 
facilities for the transmission of elec- 
tric energy in interstate commerce 
which is transmitted from the state in 
which it is generated and consumed at 
points outside thereof, which facilities 
are in addition to and do not include 
facilities used for the generation of 
electric energy or facilities used in local 
distribution or only for the transmis- 
sion in intrastate commerce or facil- 
ities for the transmission of electric 
energy consumed wholly by the trans- 
mitter. 

(4) By reason of the ownership 
and operation of the facilities described 
in Finding (3) hereof, Wisconsin 
Company is a “public utility” within 
the meaning of Part II of the act and 
subject to its applicable requirements 
and the rules, regulations, and orders 
issued thereunder. 

(5) Facilities of the Southern Divi- 
sion include approximately 248 miles 
of 33-kilovolt line, most of which forms 
a loop extending north and west from 
Appleton, Wisconsin, approximately 
56 miles of 13.8-kilovolt line, substa- 
tions, and distribution facilities. Its 
generating facilites, having an aggre- 
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gate capability of 21,450 kilowatts, 
consisting of a steam station at Ap- 
pleton and small hydro stations at 
Appleton, Oconto Falls, and Weyau- 
wega. 

(6) Through the Southern Divi- 
sion Wisconsin Company sells electric 
energy for resale to the cities of Clin- 
tonville, Shawano, and New London 
and the Oconto Electric Cooperative 
directly from the 33-kilovolt loop; to 
the city of Kaukauna, and up until 
June 1, 1950, the city of Menasha at 
33 kilovolts by short extensions from 
the loop; and to Wisconsin Public 
Service Corporation at Suring from a 
13.8-kilovolt line connected to the loop. 
In its Southern Division, Wisconsin 
Company also sells energy to six in- 
dustrial customers directly from the 
loop, and to other retail customers 
through distribution facilities supplied 
from the 33-kilovolt line. 

(7) The Northern Division in- 
cludes a network of 66 kilovolt and 
13.8-kilovolt lines emanating from 
Twin Falls, Michigan, and serving 
neighboring areas in Michigan and ad- 
jacent areas in Wisconsin. The gen- 
erating facilities of the Northern Divi- 
sion have an aggregate capability of 
57,310 kilowatts and consist of a small 
diesel station at Iron River, Michigan, 
and 9 hydro stations, one of which is 
in Wisconsin at Pine River. 

(8) Through the Northern Divi- 
sion Wisconsin Company sells energy 
to several customers for resale, includ- 
ing the Upper Peninsula Power Com- 
pany by delivery at Iron River from 
its 66-kilovolt line after step-down to 
6.9 kilovolts. The Northern Division 
likewise has a number of industrial 
customers including the Kimberly- 
Clark Corporation in Wisconsin and 


the Ford Motor Company in Michi- 
gan, from which Wisconsin Company 
also purchases energy. Wisconsin 
Company also serves other retail cus- 
tomers through distribution substa- 
tions of the Northern Division sup- 
plied from substations on its 66-kilo- 
volt lines. 

(9) By means of the 132-kilovolt 
transmission line described in Finding 
(2), the Northern and Southern Divi- 
sions of Wisconsin Company are oper- 
ated as a single integrated and co-or- 
dinated interstate system for the 
purpose of overcoming generating ca- 
pability deficiencies existing at times 
in the respective divisions to meet load 
requirements and to make the most 
economical and efficient utilization of 
the steam and hydro power resources 
of the sytsem. 

(10) As part of the normal course 
of the integrated and co-ordinated op- 
erations of the system, substantial 
amounts of Michigan-generated en- 
ergy are delivered to the Southern Di- 
vision and are sold, mixed with Wis- 
consin-generated energy, to the resale 
customers referred to in Finding (6) 
above, for consumption in Wisconsin. 
Similarly, as part of the normal course 
of the integrated and co-ordinated op- 
erations of the system, substantial 
amounts of Wisconsin-generated en- 
ergy are delivered to the Northern Di- 
vision and are sold, mixed with Michi- 
gan-generated energy, for resale to 
Upper Peninsula Power Company for 
consumption in Michigan. 

(11) The facilities used by Wis- 
consin Company in making its whole- 
sale sales of electric energy to Upper 
Peninsula Power Company and to the 
resale customers referred to in Find- 
ing (6) above, which facilities are de- 
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scribed in Findings (2, (5), (6), and 
(7) above, are not “used in local dis- 
tribution” within the meaning of § 
201(b) of the act. The sales of elec- 
tric energy by Wisconsin Company 
for resale to Upper Peninsula Power 
Company and the resale customers de- 
scribed in Finding (6) above are sales 
at wholesale in interstate commerce, 
subject to the jurisdiction of this 
Commission under §§ 205 and 206 of 
the act. 

(12) The electric energy sold by 
Wisconsin Company to Upper Penin- 
sula Power Company and to the resale 
customers described in Finding (6) 
above is sold and enters interstate com- 
merce within the meaning of § 20 of 
the act. 

(13) The “states directly con- 
cerned” within the meaning of § 20 
are the states of Wisconsin and Michi- 
gan. Such states are “unable to agree” 
through their properly constituted au- 
thorities on the rates or charges of 
payment to the resale customers de- 
scribed in Finding (6) above and Up- 
per Peninsula Power Company within 
the meaning of that section. 

(14) Wisconsin Company’s sales 
of electric energy to Upper Peninsula 
Power Company and to the resale cus- 
tomers described in Finding (6) above 
are subject to the jurisdiction of this 
Commission under § 20. 

(15) Wisconsin Company’s sales 
of electric energy to Upper Peninsula 
Power Company and to the resale cus- 
tomers described in Finding (6) 
above are subject to the jurisdiction 
of this Commission under § 20, irre- 
spective of Finding (13) above. 

(16) Wisconsin Company on Janu- 
ary 1, 1949, made changes in its sched- 
ules of rates and charges for the sale 
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of electric energy for resale to the 
customers referred to in Finding (6) 
above and Upper Peninsula Power 
Company without thirty days’ notice 
as required by the act and 35.3(c) of 
the rules, and without waiver of these 
requirements by the Commission, and 
continues since that date to make, de- 
mand, and receive rates and charges 
for or in connection with the said 
sales, other than those on file with the 
Commission, except with respect to 
the city of Menasha, to which city sales 
of electric energy terminated after 
June 1, 1950. 

(17) The changes referred to in 
Finding (16) above result in rates 
and charges in excess of those provided 
in the rate schedules on file with the 
Commission. 

(18) Wisconsin Company on Janu- 
ary 1, 1949, did engage in, and since 
that date has continued to engage in, 
acts or practices which constituted and 
continue to constitute violations of the 
provisions of §§ 20, 205, and 206 of 
the act and Part 35 of the rules ap- 
plicable thereto. 

(19) It is necessary and appropri- 
ate for the purposes of the act that the 
Commission order Wisconsin Com- 
pany to cease and desist from charging 
the wholesale customers any rates 
other than those on file with the Com- 
mission. 

(20) It is reasonable and appro- 
priate for the purposes of the act, in 
view of Wisconsin Company’s under- 
taking to the wholesale customers to 
make an appropriate refund in the 
event of a withdrawal, correction, or 
modification of the rate charged since 
January 1, 1949, to direct Wisconsin 
Company to establish a reserve out of 
earned surplus representing the dif- 
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ference between the amounts actually 
paid by the wholesale customers since 
January 1, 1949, and the amounts 
which would have been properly 
charged in accordance with the rate 
schedules on file with the Commission 
on that date. 

The Commission orders : 

(A) Wisconsin Company shall 
forthwith cease and desist from charg- 
ing New London, Shawano, Wiscon- 
sin. Public Service Corporation, 
Clintonville, Upper Peninsula Power 
Company, Kaukauna, and Oconto 
Electric Cooperative any rates other 
than those on file with the Commis- 
sion, unless and until such rates and 
charges are duly superseded by a prop- 
erly supported new filing or by a rate 
prescribed by Commission order. 

(B) Wisconsin Company shall es- 
tablish a reserve out of earned surplus 


in an amount equal to the difference 
between the amounts actually charged 
and paid by the wholesale customers 
since January 1, 1949, and the amounts 
which would have been properly 
charged and paid by them in accord- 
ance with the rate schedules on file 
with the Commission, for the purpose 
referred to in Finding (20) above, 
and within sixty days from the date 
of issuance of this order shall submit 
journal entries recording the estab- 
lishment of such reserve. 

(C) Within sixty days of the is- 
suance of this order Wisconsin Com- 
pany shall submit a statement respect- 
ing its plans, if any, for the disposition 
of the amount established in the re- 
serve to those entitled thereto. 


Commissioner Smith concurring in 
the result only. 








ARIZONA SUPREME COURT 


Arizona Corporation Commission et al. 


v 


Mountain Sane Telephone & 


Telegraph 


Company 


No. 5352 
— Ariz —, 228 P2d 749 
March 12, 1951 


PPEAL from court order setting aside Commission’s denial 
A of rate increase for telephone company; judgment affirmed. 


Appeal and review, § 19 — Scope of review — Effect of limited assignment on 


other sections of judgment. 


1. The findings of a trial court, in an action in which a telephone company 
brings an action against the Commission because of the Commission’s failure 
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to allow a rate increase, acquire the status of finality when the Commission 
on appeal presents only one assignment of error directed to one specific 
paragraph of the court’s judgment, since the Commission by such action 
fixes the law of the case as regards the court’s entire judgment except that 
portion to which exception is taken, p. 113. 


Rates, § 6 — Court authority — Temporary rate — Refund bond. 

2. The court may allow a utility to fix and collect a temporary rate, pend- 
ing a determination that a legal rate has been fixed by proper public authori- 
ties, where the rate which has been authorized is confiscatory, providing the 
company gives proper security for reimbursing its customers for repayment 
of overcharges if the temporary rate is later determined to be excessive, 
p. 114. 

Rates, § 236 — Utility’s authority to establish — Effect of vacation of rate order. 
3. A public utility may establish its own rates, subject to the ordinary re- 
quirement that they be reasonable, where rates established by the state, or 
under its authority, are set aside, p. 115. 


Rates, § 6 — Court authority — Temporary rates. 
4. The supreme court, on application by a telephone company which has for 
nine months failed to obtain any relief from the Commission from a con- 
fiscatory rate schedule, has jurisdiction to allow the company to collect tem- 
porary rates, pending determination by the court that a legal rate was fixed 
by proper public authority, p. 115. 


Appeal and review, § 72 — Temporary rate relief — Failure of Commission to act 
on claim of confiscation. 


5. When the Commission fails to act on a telephone company’s claim that 
its existing rate is confiscatory, the supreme court has jurisdiction to grant 
the company temporary relief pending a determination by it of a legal rate, 
notwithstanding the fact that remedies by mandamus and contempt pro- 
ceedings appear to be available to the utility, since mandamus would be 
merely a repetition of any existing order with time limitations and contempt 
proceedings would not protect the company against interim confiscation, 


p. 119 


Rates, § 3 — Constitutional authority of Commission. 
Statement that the Constitution has given the Commission great power in 
the fixing of rates of public utility corporations, p. 115. 

Injunction, § 28 — Confiscatory rates — Court authority. 
Statement that in Arizona an order of the Commission establishing a con- 
fiscatory rate for a telephone company may not be enjoined as soon as a suit 
is filed alleging that the order is confiscatory, but can be enjoined only after 
the court has decided that the existing rates are unjust, unreasonable, and 
confiscatory, p. 117. 


¥ 


APPEARANCES: Fred O. Wilson, Allen & Bledsoe, of Phoenix, and J. H. 
Attorney General, Richard C. Briney, Shepherd, Denver, Col., of counsel, for 
Assistant Attorney General, and Mr. appellee. 

Joseph P. Ralston, Phoenix, of coun- La Prape, J.: ‘The Mountain States 
sel, for appellants; Fennemore, Craig, Telephone and Telegraph Company, a 
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ARIZONA CORP. COMM. v. MOUNTAIN STATES T. & T. CO. 


public service corporation engaged in 
the telephone business in Arizona and 
elsewhere, hereinafter called the com- 
pany, on January 26, 1949, applied to 
the Arizona Corporation Commission, 
hereinafter called the Commission, for 
permission to raise its telephone rates 
for its intrastate exchange and long- 
distance telephone service, theretofore 
fixed for the company by the Commis- 
sion, on the ground that the same were 
not just and reasonable and were con- 
fiscatory. After a full hearing, at 
which much evidence was presented, 
all requested increases were denied by 
the Commission on July 29, 1949. On 
August 9th a petition for rehearing 
was filed, which was granted, and a re- 
hearing was had October 24th through 
October 28th at which additional evi- 
dence was presented. On November 
4,1949, 82 PUR NS 46, any increase 


was again denied. 


On November 12th a suit to set 
aside these orders was commenced in 
the superior court of Maricopa county 
and on November 29th the company 
filed a motion for temporary relief by 
allowing it to charge certain rates set 
forth in the motion, and it was stip- 
ulated that the motion and the case on 
its merits might be considered on the 
record and evidence already made be- 
fore the Commission and a certain 
transcript of evidence in an independ- 
ent matter, a complaint upon the tele- 
phone service in the Bisbee exchange. 
The whole case was argued and briefed 
and the court finally rendered its judg- 
ment on February 28, 1950, upon its 
findings of fact, that : 


(a) the previous schedule of rates 
retained by the orders of the Corpo- 
ration Commission do not provide a 
fair and reasonable return on the com- 


[8] 113 


pany’s property and result in the con- 
fiscation of the company’s property, 
contrary to the provisions of law; 

(b) that the Commission failed to 
find the fair value of the company’s 
property, and the fair rate of return to 
be allowed thereon ; 

(c) that although the Commission 
found a deficiency in the existing tele- 
phone facilities, they failed to make an 
allowance for a fair return on the 
additional investment required to 
create such facilities ; 

(d) that a deficiency still exists in 
the quantity of facilities available; 

(e) and that confiscation of the 
company’s property will continue to 
exist under the then existing schedules 
pending a determination of just and 
reasonable rates by the Commission. 

“(f) Pending the action of the de- 
fendant Commission in fixing a just 
and reasonable schedule of rates, the 
telephone subscribers and ratepayers 
in Arizona should be adequately pro- 
tected against imposition of unjust and 
unreasonable rates by requiring the 
plaintiff to post a bond in an amount 
to be determined ; the condition of such 
bond being that should the rates which 
the plaintiff puts into effect be higher 
than the rates which are finally deter- 
mined to be just and _ reasonable, 
then plaintiff will refund to its sub- 
scribers the excess which it has col- 
lected over and above the amount the 
plaintiff would have collected had the 
rates finally determined to be just and 
reasonable been in effect; that if the 
rates finally determined to be just and 
reasonable are equal to or more than 
the temporary rates to be placed in 
effect, then the bond shall be dis- 
charged.” 


[1] The judgment decreed : 
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1. That the orders appealed from 
were unlawful, and set them aside; 

2. Remanded the cause to the Com- 
mission for a determination of the fair 
value of plaintiff's property devoted 
to the public service in the state of 
Arizona and the determination of a 
fair rate of return to. be allowed there- 
on, and for the fixing of just and 
reasonable rates on the basis of such 
determination ; 

3. That pending the final deter- 
mination of just and reasonable rates 
by the Commission, the company 
might put into effect a schedule of 
rates which would prevent the con- 
fiscation of its property and require 
a bond to guarantee the refund of any 
charges made in excess of the rates 
to be established by the Commission. 
This portion of the judgment was es- 
sentially in the language of finding 
(f), supra. Bond in the sum of $250,- 
000 was fixed and posted. 

From this judgment the Commis- 
sion appealed. While the notice of 
appeal is from the judgment and the 
whole thereof, the Commission has 
presented only one assignment of error 
and that is addressed to paragraph 3 
of the judgment, supra. Its arguments 
are addressed only to this assignment. 
Accordingly, the findings of the lower 
court, (a) to (e) both inclusive, supra, 
all remain unchallenged by this appeal. 
All of these findings have acquired the 
status of finality and fixed the law 
of the case as regards the Commis- 
sion’s future action, regardless of the 
decision on this appeal. 

[2] At the time this case was sub- 
mitted for decision in this court, nine 
months had elapsed during all of which 
time the Commission had made no 
attempt to carry out the court’s judg- 


ment and put into effect a schedule of 
rates that would not be confiscatory, 
evidencing a callous disregard of their 
duty, to the company’s financial detri- 
ment. This want of consideration and 


indurate attitude toward the company 
and the judgment of the lower court is 
highlighted by the fact that no appeal 
is here presented from the judgment 
proclaiming that the rates theretofore 
established by the Commission were 
unjust, unreasonable, and confiscatory. 


Appellants recognize that there may 
be an appeal from the orders of the 
Commission and that the courts have 
jurisdiction to set aside its orders fix- 
ing rates found by the courts to be 
confiscatory and hence in violation of 
the due process clauses of the state and 
Federal Constitutions, but they say 
that in Arizona—courts are precluded 
under our Constitution from going any 
farther, and the courts’ jurisdiction is 
thereupon terminated ; in other words, 
the court has no power to permit the 
company to put into effect rates pro- 
tected by bond pending further action 
by the Commission. They contend that 
the court, having found and adjudged 
a wrong exists, has no inherent power 
to provide relief pending the correction 
of the unlawful Commission orders. 
And, finally, they contend the court's 
power and jurisdiction is limited to the 
right to order the Commission to 
afford temporary relief by the fixing 
of temporary rates, pending further ac- 
tion by the Commission, to be enforced 
by mandamus or contempt proceed- 
ings. 

The sole question, therefore, before 
this: court is one of jurisdiction, for in 
view of the fact that the record showed 
the Commission had failed for nine 
months after the company had applied 
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for relief to grant any, and that the 
trial court had reasons to believe such 
a situation would continue for an un- 
reasonable time and in fact has con- 
tinued for almost a year after judg- 
ment, it is obvious that unless in some 
manner there was immediately estab- 
lished a temporary rate which the com- 
pany might collect it would have been 
compelled long since either to operate 
for an indefinite time with insufficient 
revenue or to suspend operations dur- 
ing this period, with consequences to 
business and society in Arizona truly 
appalling. 

A similar question has arisen in 
many states and it has practically in- 
variably been held that when, as here, 
the action is based on the claim that the 
existing rate fixed by public authority 
is confiscatory and therefore unjust 
and unreasonable, the proper remedy 
is for the court to allow the company to 
fix and collect, pending the determina- 
tion by the court that a legal rate has 
been fixed by the proper public au- 
thority, a temporary rate on giving 
proper security for reimbursing its 
customers for the repayment of over- 
charges based on such rate if it be later 
determined to be excessive, and this 
is true when the rate-making body is 
established either by Constitution, as in 
Idaho, Georgia, and other states, or by 
legislation as in Illinois, Pennsylvania, 
and Kansas. One of the leading cases 
dealing with this subject is Hutchinson 
v. Hutchinson Gas Co., 125 Kan 346, 
PURI928C 493, 508, 264 Pac 68, 
74. The court therein reviewed and 
considered many cases, and says: 

“To conclude: When a gas rate 
prescribed by official authority has 
been set aside as noncompensatory by 
a court of competent jurisdiction, the 


utility company may prescribe and col- 
lect reasonable rates of its own making 
until other lawful rates are promul- 
gated by official authority; and the ad 
interim rates prescribed by the utility 
company cannot be summarily en- 
joined by another district court in 
independent proceedings, although by 
proper ancillary proceedings the court 
which enjoined the officially prescribed 
rates as being too low may similarly 
enjoin the ad interim rates prescribed 
by the utility company if they are 
shown to be excessively high. . 

[3,4] The same rule is approved in 
Corpus Juris, Vol. 51, Public Utilities, 
§ 26, in this language: ‘When rates 
established by the state or under its 
authority are set aside or otherwise be- 
come of no effect, a public utility has 
the right to establish its own rates, sub- 
ject to the ordinary requirements of 
reasonableness. A rate so established 
by the utility is in force until it is 
modified or a different rate is fixed by 
proper authority.” 

The Commission does not deny that 
this is the general rule but contends 
that our Constitution is sui generis on 
this point and that it denies the juris- 
diction of the Arizona courts under 
that Constitution to make such an or- 
der. It is true that § 3, Art 15 of the 
Arizona Constitution, which reads as 
follows: “3. [Powers to regulate rates, 
service.|—The Corporation Commis- 
sion shall have full power to, and shall, 
prescribe just and reasonable classifica- 
tions to be used, and just and rea- 
sonable rates and charges to be made 
and collected, by public service corpo- 
rations within the state for service ren- 
dered therein, and make reasonable 
rules, regulations, and orders, by which 
such corporations shall be governed in 
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the transaction of business within the 
state, and may prescribe the forms of 
contracts and the systems of keeping 
accounts to be used by such corpora- 
tions in transacting such business, and 
make and enforce reasonable rules, 
regulations, and orders for the con- 
venience, comfort, and safety, and the 
preservation of the health, of the em- 
ployees and patrons of such corpora- 
tions; Provided, that incorporated 
cities and towns may be authorized by 
law to exercise supervision over public 
service corporations doing business 
therein, including the regulation of 
rates and charges to be made and col- 
lected by such corporations; Provided 
further, that classifications, rates, 


charges, rules, regulations, orders, and 
forms or systems prescribed or made 
by said Corporation Commission may 
from time to time be amended or re- 
pealed by such Commission,” grants 


great power to the Commission in its 
fixing of rates of public service corpo- 
rations, and this court has repeatedly 
so held. The leading and original case 
on the subject is that of State v. 
Tucson Gas, E. L. & Power Co. 
(1914) 15 Ariz 294, 138 Pac 781, 786. 
Therein the court said: “We are of 
the opinion that the people, by their 
Constitution, have said, in plain and 
unequivocal language, that ‘the Cor- 
poration Commission shall have full 
power to, and shall, prescribe just and 
reasonable classifications to be used, 
and just and reasonable rates and 
charges to be collected, by public serv- 
ice corporations within the state for 
services rendered therein and (shall) 
make reasonable rules, regulations, and 
orders, by which such corporations 
shall be governed in the transaction of 
business within the state,’ and that the 


power therein granted to the Com- 
mission is exclusive, and not to be ex- 
ercised by the legislature. For if ‘such 
corporations’ ‘shall be governed in the 
transaction of business’ by the Com- 
mission in the enumerated matters, 
there is an implied exclusion of power 
in any other body or department to 
prescribe classifications, rates, charges, 
rules, regulations, or orders.” 

And it again considered the general 
question as to the powers of the Com- 
mission in Corporation Commission y. 
Heralds of Liberty (1916) 17 Ariz 
462, 154 Pac 202; Arizona Eastern R. 
Co. v. State (1918) 19 Ariz 409, 171 
Pac 906; Pacific Gas & E. Co. v. 
State, 23 Ariz 81, PUR1922A 765, 
201 Pac 632; Yuma Gas, Light & 
Water Co. v. Yuma, 20 Ariz 153, 
PURI1919C 446, 178 Pac 26; Phoe- 
nix R. Co. v. Lount, 21 Ariz 289, 
PUR1920D 186, 187 Pac 933, and 
Haddad v. State, 23 Ariz 105, PUR 
1922B 124, 201 Pac 847; Menderson 
v. Phoenix (1938) 51 Ariz 280, 25 
PUR NS 168, 76 P2d 321; Northeast 
Rapid Transit Co. v. Phoenix (1932) 
41 Ariz 71, 15 P2d 951. The last 
case considering the question is that of 
Ethington v. Wright (1948) 66 Ariz 
382, 189 P2d 209. All of these cases, 
except the last, were reviewed and re- 
considered in Corporation Commission 
v. Pacific Greyhound Lines (1939) 54 
Ariz 159, 32 PUR NS 503, 94 P2d 
443. It will be noted, however, that 
each and ail of these cases dealt with 
the action of the legislative branch of 
the government and not with the 
judicial branch. This court has never 
considered the question of whether our 
Constitution denied to our courts the 
right to determine whether any orders 
of the Commission made in attempting 
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to assert its plenary powers in the field 
of prescribing classifications, rates, and 


charges to be made by public service , 


corporations violated other provisions 
of the Constitution, such as Art 2, § 4 
thereof, commonly known as the due 
process Clause, in the same manner and 
with the same jurisdiction and rem- 
edies they possessed over other execu- 
tive and legislative officers. Article 15, 
$17, of the Constitution, reads as fol- 
lows: 

“17. [Appeals.]|—Nothing herein 
shall be construed as denying to public 
service corporations the right of appeal 
to the courts of the state from the rules, 
regulations, orders, or decrees fixed by 
the Corporation Commission, but the 
rules, regulations, orders, or decrees so 
fixed shall remain in force pending the 
decision of the courts.” 


The only limitations placed by this 


article on the jurisdiction of the courts 
to deal with appeals from the rules, 
regulations, orders, and decrees made 
by the Corporation Commission is that 
these shall remain in force pending the 
decision of the courts. In other words, 
while in most states the courts can and 
often do enjoin the orders of public 
service regulatory bodies, as soon as a 
suit alleging that the orders are con- 
fiscatory and therefore in violation of 
the due process clause of the various 
Constitutions is filed, in Arizona such 
an order may not be made until after 
the court has decided the issue, and this 
limitation was carefully observed by 
the trial court in the present case, for 
it did not issue the order complained of 
until after it had held the existing or- 
ders of the Commission regarding the 
tates of the company were unjust, un- 
reasonable, and confiscatory. The 
court has been cited to no other con- 
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stitutional or statutory limitation of the 
jurisdiction of the superior court over 
orders of the Corporation Commission 
which have been held by the court to be 
unconstitutional. In general, the ju- 
risdiction of the superior court has 
been determined by this court in the 
case of State ex rel. Davis v. Osborne 
(1912) 14 Ariz 185, 125 Pac 884, 
885: 

“The superior courts have jurisdic- 
tion in all causes and of all proceed- 
ings in which jurisdiction shall not 
have been vested exclusively in some 
other court. The supreme court has 
appellate jurisdiction in all actions and 
proceedings except a civil action to re- 
cover money or property where the 
original amount in controversy does 
not exceed the sum of $200. Our 
courts are not divided into courts of 
equity and courts of common-law ju- 
risdiction, as is the case in those ju- 
risdictions whose authorities, if super- 
ficially considered, would lend color to 
the view that courts will not decide 
questions of a political nature. The 
jurisdiction in law and in equity under 
our scheme of government is blended 
in one court which may give appropri- 
ate judgment in all cases according to 
the law and the facts as they may 
arise.” 

But, says the Commission, under the 
Arizona Constitution a public service 
corporation can under no circum- 
stances fix a rate for its services, 
though it does not cite any specific con- 
stitutional or statutory provision to 
that effect. It apparently relies in the 
main on the case of El Paso & S. W. 
R. Co. v. Arizona Corp. Commission 
(1931) 51 F2d 573, 576. This was an 
action claiming a recovery of exces- 
sive rates paid by certain shippers. The 
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court held that when certain rates had 
been established by the Interstate Com- 
merce Commission and the carrier had 
charged and collected such rates it 
could not be compelled to refund an 
amount in excess of a rate fixed by the 
Commission after the carrier had col- 
lected the earlier rate. In its opinion 
the court said, referring to the Arizona 
Corporation Commission: “The car- 
rier is precluded from initiating rates 
as under the Federal plan, and may 
only charge and collect those rates that 
have been approved and prescribed by 
the Commission” (emphasis supplied ), 
and referring to § 69-252, A.C.A. 
1939, the court said: “This provision 
of the act must necessarily refer to 
rates and charges made and collected in 
excess of those fixed and prescribed by 
the Commission, as the carrier is not 
permitted to charge or collect any sum 
whatever until after the Commission 


has prescribed ‘just and reasonable 
rates and charges to be made and col- 


lected.’ ’’ (Emphasis supplied. ) 
There was no question involved in 
the case of confiscation by the rates in 
question or of the due process provi- 
sions of the Federal or state Constitu- 
tions, the real issue being the retroac- 
tive effect of a rate change by the Inter- 
state Commerce Commission. We 
think the language quoted was unnec- 
essary to sustain the judgment of the 
court and that it is, properly consid- 
ered, only dictum, and that had the 
question been one of the preservation 
of property pending the fixing of a 
constitutional rate by the public body 
authorized to do so, the court would 
have made a very different statement. 
The case is not an authority on the 
issue involved in the present case. Of 
the many cases cited by counsel for the 


Commission and for the company, we 
think that of Southern Bell Teleph. & 
Teleg. Co. v. Public Service Commis- 
sion (1948) 203 Ga 832, 75 PUR NS 
471, 472, 49 SE2d 38, 41, most closely 
resembles the issues involved herein, 
We quote therefrom as follows: 

“5. Utility rate making is legisla- 
tive in nature, and the power to make 
such rates in this state is by the Con- 
stitution and laws vested exclusively in 
the Georgia Public Service Commis- 
sion. 

“6. While courts of equity have and 
can exercise no jurisdiction to make 
public utility rates, yet they do have 
jurisdiction in all cases properly 
brought before them to render judg- 
ments enjoining confiscatory rates, 
thus preventing impingement of the 
constitutional rights of public utility 
companies. And where it is shown 
that utility rates fixed by the Public 
Service Commission are confiscatory 
and, therefore, result in taking the 
private property of a public utility 
company for public use without due 
process, a court of equity will not 
hesitate to take judicial action and en- 
join the enforcement of such confisca- 
tory rates. 


“8. Although a court of equity can- 
not make utility rates, such a court can, 
in the exercise of its jurisdiction, at- 
tach to the judgment enjoining the 
confiscatory rates a condition that the 
public utility company may not collect 
rates that will produce revenue in ex- 
cess of a stated amount which in the 
judgment of the court is the amount 
necessary to avoid confiscation. Where 
the rate order is enjoined, the utility 
company could fix its rates until rea- 
sonable rates are fixed by the Public 


89 PUR NS 118 





Valu 


ARIZONA CORP. COMM. v. MOUNTAIN STATES T. & T. CO. 


Service Commission.” (Emphasis 
supplied. ) 

See also Southwestern Bell Teleph. 
Co. v. State (1949) 202 Okla 291, 83 
PUR NS 221, 214 P2d 715. 

[5] The remedies suggested by the 
Commission are mandamus and con- 
tempt proceedings. The judgment al- 
ready rendered by the trial court is in 
effect a mandamus and the Commis- 
sion for a long period failed to obey the 
order, although it has never contended 
the court exceeded its jurisdiction in 
ordering it to establish a proper rate. 
A mandamus would merely be a repeti- 
tion of an existing order with time 
limitations. Contempt proceedings— 
while they might perhaps punish the 
individual members of the Commission 


—would not protect the right of the 
company to be guarded against interim 
confiscation. The portion of the judg- 
ment complained of in no manner inter- 
feres with the jurisdiction of the Com- 
mission to establish a just and reason- 
able rate but expressly allows the rates 
suggested by the company only “pend- 
ing the final determination of just and 
reasonable rates by the Commission.” 

We are of the opinion that the trial 
court not only had jurisdiction to make 
the order complained of but that it 
would have been an abuse of discretion 
to have refused it. 


The judgment is affirmed. 


Udall, CJ., and Stanford, Phelps, 
and De Concini, JJ., concur. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Missouri Power & Light 


Company et al. 


Case No. 12,119 
April 10, 1951 


PPLICATION for authority to sell and application for authority 
A to purchase an electric utility system; granted. 


Monopoly and competition, § 2 — Regulated monopoly. 
1. The principle of a regulated utility monopoly is universally accepted ; 
Under which principle a public utility, in consideration of having its rates, 
charges, and practices regulated by public authority, is allowed to serve 
a given area free from competition, p. 121. 


Monopoly and competition, § 2 — Duplication of facilities — Rvlation to rates. 


2. Utility competition, though at first glance promising lower rates, neces- 
sarily must have the opposite effect because of the duplication of facilities 
and cost increases which competition involves, p. 121. 

Valuation, § 168 — Proper capitalization charges — Rents and demand charges. 
3. Rents, demand charges applicable to purchased power, and other similar 
items, although allowable as items of operating expense, cannot be capital- 
ized and included as a part of utility plant or rate base, p. 122. 
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Consolidation, merger, and sale, § 19 — Factors considered — Detriment to public — 


Electric company. 


4. An electric company that had been ordered by the Securities and Exchange 
Commission to dispose of certain facilities was granted authority to sel] 
such facilities to a company serving the territory in question and owning 
and operating an adequate generating plant, on the ground that such a 
sale was not detrimental to public interest, p. 123. 


(Ossurn, Chairman, concurs in result only.) 


APPEARANCES: J. D. James, for 
Missouri Power & Light Company; 
A. Z. Patterson, for Missouri Public 
Service Company ; James T. Blair, Jr., 
and Charles S. Stratton, for the city of 
Clinton; Tyre W. Burton, Homer L. 
Thorp, and G. R. Gilcrest, for the 
Commission. 


By the Commission: Missouri 
Power and Light Company (herein 
sometimes referred to as “Missouri 
Power’’) and Missouri Public Service 
Company (herein sometimes referred 
to as “Missouri Public’), on March 
3, 1951, filed a joint application with 
the Commission for authority for the 
sale by Missouri Power and for the 
purchase by Missouri Public of an 
electric distribution system located at 
Clinton, Missouri, and vicinity. <A 
public hearing was held before the 
Commission at Jefferson City, Mis- 
souri, on March 19, 1951, after notice 
to the applicants and to the city of 
Clinton, Missouri. Appearances at 
the hearing were as above noted. From 
the oral evidence and exhibits submit- 
ted at the hearing, the Commission 
now makes the findings and con- 
clusions contained herein. 

On January 18, 1951, Missouri 
Power, by written contract, agreed to 
sell to Missouri Public certain electric 
property and assets owned and held by 
Missouri Power in the operation of an 
electric utility business in Clinton, and 


vicinity. The property to be trans- 
ferred includes the complete electric 
distribution lines extending beyond the 
city limits, all tools, machinery and 
equipment, automobiles, trucks, ma- 
terials and supplies and merchandise, 
franchises, contracts and rights, but 
not including cash and accounts and 
notes receivable. The agreed purchase 
price for all of such property is $650,- 
000 it being stipulated that $17,569.30 
of such amount was to be paid on ac- 
count of the transfer of materials and 
supplies and merchandise on hand for 
resale. A copy of the sale contract was 
submitted in evidence as Exhibit A. 


Missouri Power operates extensive 
electric utility systems in the northern 
half of Missouri, the greater part of 
which is interconnected by transmis- 
sion lines with the electric generating 
plants of such company and those of 
Union Electric Company of Missouri. 
The Clinton electric system, however, 
is located in western Missouri about 
70 miles from the nearest transmission 
lines of Missouri Power and about 55 
miles from the Bagnell dam generating 
plant operated by Union Electric Com- 
pany of Missouri. 

Missouri Public operates two groups 
of electric utility systems in western 
Missouri, the larger system being lo- 
cated in the area east and south of 
Kansas City, Missouri, and supplies 
electric service in Sedalia, Warrens- 
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burg, Nevada, Holden, Lee’s Summit, 
Warsaw, and Osceola, and other 
municipalities. Its principal generat- 
ing plants are at Sedalia and Clinton. 
Its steam electric plant at Clinton has 
generating capacity of 19,375  kil- 
owatts. Such system of Missouri 
Public is also interconnected with 
the transmission systems of Kansas 
City Power and Light Company and 
Empire District Electric Company 
and it purchases substantial quantities 
of electric energy from these com- 
panies. 

The transmission system of Mis- 
souri Public extends through sub- 
stantially the whole area of Henry 
county, of which Clinton is the county 
seat, and through the greater part of 
the areas of the adjacent counties of 
Bates, Johnson, Pettis, St. Clair, Ver- 
non, and Benton. With the exception 
of the Missouri Power operations at 
Clinton, Missouri Public is the only 
electric public utility operating in these 
counties. 

Since Missouri Power first acquired 
the Clinton system, more than twenty- 
five years ago, it has obtained its ener- 
gy supply for such system by whole- 
sale purchase from Missouri Public. 
All or substantially all of such energy 
supply has been produced at Missouri 
Public’s plant at Clinton, which is lo- 
cated within the corporate limits of 
the municipality. 

Such generating plant is located near 
the center of Missouri Public’s phys- 
ically integrated generating and trans- 
mission system in western Missouri. 

Missouri Power operates the Clin- 
ton system under authorizations 
granted by orders of this Commission 
dated November 18, 1925, in Case No. 
4594, and by municipal franchise or- 
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dinance No. 1723, enacted March 12, 
1945. | 

The Securities and Exchange Com- 
mission, Washington, D. C., in a pro- 
ceeding under provisions of the Hold- 
ing Company Act of 1935, Re North 
American Co. File No. 70-2066, by 
order entered on December 28, 1950, 
89 PUR NS 161, relating to the in- 
tegration of a public utility system, 
required that Union Electric Company 
of Missouri dispose of its interest in 
the electric properties at Clinton, Mis- 
souri. The aforesaid order authorized 
Union Electric Company of Missouri 
to acquire all of the outstanding com- 
mon stock of Missouri Power upon the 
condition, among others, that the Clin- 
ton electric property be disposed of. 

[1,2] The proposed transfer will 
result in the ownership and operation 
of the entire electric plant and system 
at Clinton, including both the generat- 
ing and distribution facilities, by a 
single electric utility company. No 
additional construction of plant and 
system will be required because of 
such transfer of ownership. The 
grouping of ‘interconnected electric 
utility systems in contiguous areas has 
progressively occurred throughout the 
state during the past twenty-five years. 
It has usually been urged by the 
utilities participating in the develop- 
ment of integrated systems that great- 
er economy could be obtained with 
production of energy in plants with 
generating units of large capacity and 
that the continuity and dependability 
of the energy supply were improved by 
interconnection and unified operation. 
The development of grouped systems in 
this state and the gradual decrease of 
electric costs to customers tend to 
sustain these claims. 
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The beneficial effect of the establish- 
ment of an apportioned service area for 
which a single electric utility assumes 
the duty of providing adequate service 
at reasonable rates has been well stated 
by the Arizona Corporation Commis- 
sion, as follows: 


“It would seem .to be too late to 
doubt the universally accepted principle 
of utility law known as regulated 
monopoly, by which, in consideration 
of having its rates, charges, and prac- 
tices regulated by public authority, the 
utility is allowed to serve free from 
competition a given area. The equally 
well-known purpose of that system is 
to avoid ‘the inevitable economic loss 
and waste that follows duplication or 
paralleling of the lines and facilities of 
competing companies. Since rates are 


based upon the cost which the utility 
incurs to render the service plus its 
profit or return, anything which in- 


cieases cost tends to increase rates, or, 
if it does not actually increase them, 
postpone the day when rate reductions 
would be in order. It is in evidence 
here that, as a rough average, the in- 
vestment in distribution facilities nec- 
essary to serve a mile of urban street 
is $7,400, while the cost of a mile of 
rural line and facilities is about $1,900. 
Obviously, if two companies serve 
along the same urban street or the 
same rural highway, these costs will be 
each approximately doubled, to say 
nothing of other expenses such as op- 
eration, maintenance, depreciation, 
etc. These larger costs must be paid 
for by the public. No one is any more 
aware of these principles than the man- 
agements of the two utilities here con- 
cerned, and even some of the lay wit- 
nesses at the hearings showed that they 
were quite well informed upon the 


subject. Utility competition, though 
seemingly at first promising lower 
rates, necessarily, in the end, must 
have just the opposite effect.”” Arizona 
Edison Co. v. California Electric Pow- 
er Co. (1946) 67 PUR NS 45, 49. 

In the instant case, it is clear that 
the Clinton system is isolated from the 
principal service area of Missouri 
Power, and cannot economically be 
physically integrated with the system 
of that company. Such system is very 
near the central part of the service area 
supplied by Missouri Public. 

Missouri Public has a power plant 
in Clinton and other connected power 
sources available for transmission to 
Clinton which should provide an ad- 
equate energy supply. 

[3] Evidence offered by Missouri 
Public tended to show that the portion 
of the original cost of the “power pool” 
of Missouri Public, allocated for sup- 
plying the Clinton system, was very 
substantially less than the cost of in- 
stallation of an adequate separate gen- 
erating plant for the Clinton system at 
prevailing construction costs. It ap- 
pears that the inclusion of an amount 
in such power pool estimate determined 
by capitalizing the demand charge ap- 
plicable to power purchased by Mis- 
souri Public is an erroneous method. 
Rents, demand charges, and other sim- 
ilar items, when properly incurred, are 
allowable as items of operating ex- 
pense, but it has generally been held 
that such expense cannot be capitalized 
and the amount so determined includ- 
ed as a part of “utility plant” or of 
“rate base.”” However, with the elimi- 
nation of this item, it still appears that 
the portion of Missouri Public’s gen- 
erating and transmission facilities 
allocable for the Clinton system would 
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be very much less than the cost of in- 
stallation of internal combustion gen- 
erating units of adequate capacity at 
present costs. 

The original cost of the property to 
be conveyed as of December 31, 1950, 
was shown (Exhibit E) to be $337,- 
820.06, with a credit balance in the 
depreciation reserve applicable thereto 
of $48,950.88, thereby resulting in a 
net book cost, that is, original cost less 
the depreciation reserve, of $288,- 
869.18. In addition to the electric plant 
purchased, materials and supplies and 
merchandising equipment purchased 
totaled $17,569.30 and other invest- 


ments totaled $709.59. The net 


original cost of the assets purchased to- 
tals $307,148.07, and when measured 
by the gross purchase price of $650,- 
000 results in an excess acquisition cost 
over the net original cost as of Decem- 


ber 31, 1950, of $342,851.93. This 
latter amount must be recorded as 
electric plant acquisition adjustments 
under Account 100.5. Missouri Pub- 
lic acquiesced in such a classification 
and requested that it be authorized to 
amortize such acquisition adjustment 
amount over a period of twenty years. 
In support of such request, said ap- 
plicant urged that the estimated av- 
erage life of the purchased property was 
at least twenty years. 

The city of Clinton submitted no 
testimony at the hearing, but its coun- 
sel at the outset expressed some ap- 
prehension as to whether the rate base 
of the purchasing utility would be in- 
creased because of the excess of the 
purchase price over original cost. He 
also stated that a special committee of 
citizens had been appointed to in- 
vestigate the proposed transaction and 
that the city might desire additional 
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time in order that such investigation be 
made. . At the conclusion of the hear- 
ing, counsel for the city requested the 
Commission to direct its chief ac- 
countant to attend a meeting of the 
special committee and to explain to 
such committee the effect of such trans- 
fer, particularly as it had or might have 
bearing on electric rates for future 
service to the consumers. The Com- 
mission’s chief accountant, at the di- 
rection of the Commission, attended a 
conference at Clinton with the com- 
mittee and supplied it all information 
available to him. The cause was sub- 
mitted at the conclusion of the hearing 
upon the evidence and the record, per- 
mission being allowed counsel for the 
city to move to reopen the case if they 
desired to do so. No further request 
for delay or for reopening the case has 
been received. 

[4] Section 393.190, Mo Rev Stats 
1949, requires authorization by this 
Commission of any transfer or sale of 
the franchise, works, or systems, nec- 
essary or useful in the performance of 
duties to the public. Reviewing the 
effect of this statute, the supreme court 
of Missouri has held that a property 
owner should be allowed to sell his 
property unless it would be detrimental 
to the public (consumers), State ex 
rel. St. Louis v. Public Service Com- 
mission (1934) 335 Mo 448, 5 PUR 
NS 230, 73 SW2d 393, and rejected 
the contention that the Commission 
may not authorize a transfer of utility 
property unless it affirmatively finds 
that the transfer is in the public inter- 
est. However, in this case, the issue is 
broader than where there is merely 
transfer of properties and of opera- 
tion thereof from one utility to another, 
without appreciable effect on the public 
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interest. In State ex rel. Consumers 
Pub. Service Co. v. Public Service 
Commission (1944) 352 Mo 905, 54 
PUR NS 71, 180 SW2d 40, the Su- 
preme Court ruled that this Commis- 
sion has full control over allocation of 
territory to electrical companies and 
may authorize either monopoly or reg- 
ulated competition in any particular 
territory, but that the allocation of ter- 
ritory must be done on the basis of 
the public interest and not on basis of 
interest of the companies. It is the 
conclusion of the Commission, in view 
of the location of the respective serv- 
ice areas of the two companies and 
the past development of power supply 
and transmission systems in such areas, 
that the transfer of the electrical dis- 
tribution system at Clinton to the com- 
pany serving the surrounding territory 
as its allocated service area and owning 


and operating an adequate generating 

plant at Clinton, is not detrimental to 

the public interest, and an order au- 

thorizing such transfer will be issued. 
It is, therefore, 


Ordered: 1. That Missouri Power 
and Light Company is authorized to 
sell and transfer,.and Missouri Public 
Service Company is authorized to 
purchase and acquire, the electric dis- 
tribution system and street lighting 
system, with all appurtenant property, 
rights, and franchises, at Clinton, Mis- 
souri, and vicinity, at the price and in 
conformance with the terms and con- 
ditions provided in the contract of 
such companies, dated January 18, 
1951, and filed in this proceeding as 
Exhibit A. 

Ordered: 2. That Missouri Public 
Service Company is hereby authorized 
to own and operate the electric system 
and assets acquired from Missouri 
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Power and Light Company, and al] 
additions and extensions thereof, and 
a certificate of public convenience 
and necessity is hereby granted there. 
for to Missouri Public Service Com- 
pany. 

Ordered: 3. That Missouri Public 
Service Company, upon completion of 
such transfer, shall record the original 
cost of the electric property acquired in 
its electric plant in service account. 
The depreciation reserve applicable 
thereto shall be credited to its Depre- 
ciation Reserve Account. The entire 
amount of the purchase price in excess 
of original cost shall be recorded in the 
Electric Plant Acquisition Adjustment 
Account. Materials and supplies, mer- 
chandise, and investments shall be re- 
corded in the appropriate balance sheet 
accounts. Copies of proposed journal 
entries necessary to effect the forego- 
ing shall be submitted to this Commis- 
sion for approval before same are re- 
corded in its books and records. The 
amount recorded in the Electric Plant 
Acquisition Adjustment Account shall 
be amortized to Income Deductions 
over a period not to exceed twenty 
years. 

Ordered: 4. That nothing herein 
shall be considered as a finding by the 
Commission of the value for rate mak- 
ing of the properties herein involved 
nor as an acquiescence in the value 
placed upon said properties by the par- 
ties. 

Ordered: 5. That this order shall 
take effect ten days after the date here- 
of and that the secretary of the Com- 
mission shall forthwith serve a copy of 
this order on all interested parties here- 
in and that said .interested parties be 
required to notify the Commission be- 
fore the effective date of this order in 
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the manner required by § 386.490 Mo this order are accepted and will be 
Rev Stats 1949, whether the terms of obeyed. 





MICHIGAN SUPREME COURT 


City of Lansing et al. 


v. 
Michigan Public Service 
Commission et al. 


Nos. 49, 50 
— Mich —, 48 NW2d 133 
June 4, 1951 


PPEAL from lower court decree reversing Commission order 
1 \ granting gas rate increase; decree reversed and Commis- 
sion order affirmed. For Commission decisions, see (1949) 


78 PUR NS 315; (1949) 81 PUR NS 249. 


Rates, § 82 — Continuing jurisdiction of Commission. 

1. Rates fixed by the Commission are always subject to revision, and the 
Commission retains continuing jurisdiction over rates, p. 126. 

Rates, § 82 — Powers of Commission — New rate case. 

2. The Commission after approving increased rates has power to entertain 
a new rate case based on facts and circumstances arising after the previous 
hearing, p. 126. 

Appeal and review, § 46 — Presumption as to Commission action — Rehearing. 
3. It may not be assumed that the Commission will grant rehearings ca- 
priciously without good cause shown, p. 126. 

Rates, § 39 — Powers of Commission — Additional rate increase — Proceeding 

on rehearing. 
4. The Commission, having authority to grant rehearings, may after ap- 
proving increased rates, grant a rehearing on application by the company 
and approve a further rate increase based in part, at least, upon facts and 
circumstances arising subsequent to the conclusion of the original hearing, 
p. 126. 


: 


APPEARANCES: Frank G. Millard, burn, Assistant Attorney Generals for 
Attorney General, Edmund E. Shep- Michigan Public Service Commission ; 
herd, Solicitor General, Lansing, Don T. McKone, W. R.-Roberts, and 
Charles M. A. Martin, Albert J. Thor- A. H. Aymond, Jr., all of Jackson, for 
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Consumers Power Company; Charles 
P. Van Note, Lansing, for city of 
Lansing; W. Vincent Nash, Saginaw, 
for city of Saginaw. 

Before the Entire Bench. 


DetuMe_rs, J.: Defendant company 
filed a petition with the defendant 
Commission requesting an increase of 
its rates for the sale of natural gas and, 
upon hearing, asked that rates be ap- 
proved to increase its gross revenues 
from such sales by $4,800,000 an- 
nually. Due notice was given to in- 
terested parties and plaintiff cities 
participated in the hearing. On March 
25, 1949, 78 PUR NS 315, after con- 
clusion of the hearing, the Commission 
filed an opinion and order finding that 
existing rates were confiscatory and 
directing the company to file rate 
schedules increasing its gross annual 
revenues from sales of natural gas by 
$1,800,000. On April 7, 1949, the 
company filed the required rate sched- 
ules in conformity with said order, to- 
gether with an application for rehear- 
ing, which, as later amended, was 
based in part on facts and circum- 
stances arising subsequent to the hear- 
ing and on claimed consequences re- 
sulting from compliance with the 
Commission’s order. On that same 
date the Commission approved the new 
rate schedules. On May 19, 1949, the 
rehearing was granted and noticed for 
hearing. All parties, including plain- 
tiffs, were present and participated in 
such rehearing. On July 1, 1949, 81 
PUR NS 249, the Commission filed an 
additional opinion and order authoriz- 
ing the company to file rate schedules 
designed to further increase its annual 
gross revenues from sales of natural 
gas by another $1,161,000. Plaintiff 
cities then filed an application for re- 
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hearing, which the Commission denied, 
The new rate schedules were filed by 
the company as directed by the Com- 
mission and approved by the latter on 
August 12, 1949. Thereafter, plaintiff 
cities filed separate bills of complaint 
in the Ingham county circuit court 
seeking review under C.L.1948, § 462.- 
26, Stat Ann § 22.45, of the Commis- 
sion’s orders of April 7th and August 
12th approving the two successive rate 
increases. To those proceedings the 
company was added as party defendant. 
The two cases were dealt with simul- 
taneously by the trial court and are, by 
stipulation, treated as one here. No 
testimony was offered in the lower 
court and plaintiffs waived any ques- 
tions concerning the reasonableness of 
the rates approved by the Commission. 
The cases were submitted to the court 
on the pleadings and the files of the 
Commission as presenting solely a 
question of law. The court thereupon 
entered a decree vacating and setting 
aside the Commission’s order of 
August 12, 1949, which approved the 
second rate increase. Defendants ap- 
peal. 

[1-4] Reasonableness of the rates 
approved is not questioned, nor is the 
validity of the April 7th order approv- 
ing the first rate increase challenged. 
The controversy relates solely to the 
lawfulness of the Commission’s action 
of August 12th approving the second 
rate increase. Did the Commission, 
after schedules for increased rates, as 
ordered by it on March 25, 1949, 
supra, had been filed, approved by the 
Commission on April 7th, and put into 
effect by the company, have the au- 
thority to grant. a rehearing and to 
enter the order of August 12, 1949, 
approving the further rate increase 
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based, in part at least, upon facts and 
circumstances arising subsequent to 
the conclusion of the original hearing? 
It is the position of plaintiffs, as of the 
trial court, that the company could not 
both accept the benefits of the rate or- 
der of March 25th and the order of 
April 7th approving rate increases and, 
at the same time, obtain a rehearing 
thereon; that the Commission’s au- 
thority in the matter ended with its 
April 7th order approving increased 
rates. 

C.L. 1948, § 460.6, Stat Ann 1949 
Cum. Supp. § 22.13(6) vests the Com- 
mission with complete power and ju- 
risdiction to fix and regulate all rates 
of public utilities. 

C.L. 1948, § 462.24, Stat Ann § 
22.43 authorizes the Commission to 
rescind, alter, or amend any order fix- 
ing rates at any time. The next sec- 
tion of the statute provides that the 
rates fixed by the Commission shall 
be in force until changed or modified 
by the Commission as provided for in 
the preceding section. Rates fixed by 
the Commission are always subject to 
revision, Michigan Bell Teleph. Co. v. 
Public Service Commission (1941) 
297 Mich 92, 39 PUR NS 111, 297 
NW 198; a Commission retains con- 
tinuing jurisdiction over rates, Erie R. 
Co. v. United States (1945) 64 F 
Supp 162. 

Under C.L.1948, § 460.57, Stat 
Ann § 22.7, a utility may file rate 
schedules and the Commission may ap- 
prove the same at any time without 
previous hearing thereon. It is only 
upon the filing of a written complaint 
concerning such rates that the Com- 
mission is required to cause an in- 
vestigation to be made and a formal 
hearing to be had thereon, after rea- 
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sonable notice to the parties concerned. 
C.L.1948, § 460.58, Stat Ann § 22.8. 

C.L.1948, § 460.351, Stat Ann § 
22.111, expressly empowers the Com- 
mission to grant rehearings and there- 
upon to alter, amend, or modify its 
findings and orders. 

The provisions of C.L.1948, § 462.- 
26, Stat Ann § 22.45 afford the stat- 
utory right of appeal to circuit court 
for any party in interest who is dis- 
satisfied with a Commission rate order. 
This section provides that on such ap- 
peal a party may introduce original evi- 
dence in addition to the transcript of 
evidence offered to the Commission 
and, further, that, if such evidence 
shall be found by the court to be dif- 
ferent from that offered before the 
Commission, or additional thereto, the 
court shall transmit the same to the 
Commission whereupon the latter 
shall consider it and may thereupon 
alter, modify, amend, or rescind its 
previous orders. 

The Commission being clothed, as 
it is, with statutory powers to fix rates 
in the first instance and to regulate 
them and theréafter to rescind, alter, 
or amend any rate-fixing order, and 
being vested with continuing power 
and jurisdiction over such rates which 
are, accordingly, always subject to 
Commission revision, it is manifest 
that immediately following its order of 
April 7th approving increased rates, it 
would have been competent for the 
Commission to have entertained a new 
rate case in the premises based on facts 
and circumstances arising after the 
previous hearing. This could have oc- 
casioned plaintiffs no cause for com- 
plaint, provided they were given due 
notice and opportunity to be heard. 
Plaintiffs do not here contend that the 
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Commission’s treatment of the com- 
pany’s application of April 7th as one 
for rehearing, rather than for a new 
rate case, served, by reason thereof, to 
deprive them of such notice or oppor- 
tunity to be heard, nor do they show 
that in any respect their rights were 
prejudiced by that course. True, 
plaintiffs complain that it would be pos- 
sible for a utility to delay interminably 
judicial review of Commission rate or- 
ders by the simple process of repeated 
applications for rehearings before the 
Commission. It may not be assumed, 
however, that the Commission will 
grant rehearings capriciously, without 
good cause shown. Nor are greater 
possibilities for delay discernible in this 
course of procedure than inhere in the 
course which plaintiffs suggest should 
have been followed by the company, 
viz., pursuant of statutory appeal in 
the circuit court, under which course it 
would have been permissible for the 
company to have introduced different 
and additional proofs, necessitating 
the transmittal thereof to the Commis- 
sion for its consideration and recon- 
sideration of its order. That the 


plaintiffs were so impressed at the time 
appears from the fact that no judicial 
review was sought by them after the 
April 7th order, nor even of the rates 
approved on August 12th, as av. 


thorized by the Commission’s order of 
July Ist, 81 PUR NS 249, until 
plaintiffs had, after the last mentioned 
order, sought and been denied a re- 
hearing before the Commission. 


Inasmuch as express statutory au- 
thority exists for the granting of re- 
hearings by the Commission, no co- 
gent reason appears for holding that 
the Commission might not thus ac- 
complish that which it had undoubted 
authority to do, upon the filing of an 
application for rate increases, by en- 
tertaining and treating the same asa 
new rate case. 

Decree of the trial court is reversed 
and the order of the Commission of 
August 12, 1949, approving company 
rate schedules, is affirmed. 


Reid, CJ., and Boyles, North, But- 
zel, Carr, Bushnell, and Sharpe, JJ., 
concur. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Pennsylvania P.&L,. Plans 
$143,000,000 Expansion 


I fee PENNSYLVANIA Power & LicHt Com- 
PANY plans to spend about $143,000,000 for 
expansion over the next four and a half years, 
$12,700,000 of it in the remainder of this year, 
Charles E. Oakes, president, announced re- 
cently. 

Between now and the end of 1955, $82,000,- 
000 will be spent for additional generating 
capacity, including completion of the third and 
fourth units at the Sunbury plant and installa- 
tion of the first 125,000-kilowatt unit at a new 
station to be built near Martins Creek, Penn- 
sylvania. The remaining $61,000,000 will be 
used for additions and improvements to ex- 
isting facilities. 

Mr. Oakes said that company studies show 
the substantial expansion in use of electricity 
already recorded may be expected to continue 
well into the future. “We anticipate adding 
100,000 to 150,000 kilowatts of capacity to our 
system every two or three years,” he said. 

The $143,000,000 total will increase the com- 
pany’s ten-year postwar expansion program to 
more than $280,000,000. By the end of 1955 
the physical plant will be more than double 
its size at the end of the last war. 


IH Issues New Booklet on 
Research Operations 


ID you ever want to shorten a year to 500 

hours, look through five inches of solid 
steel, photograph an invisible object, or to make 
a dime appear 6,600 feet in diameter? These 
are just a few of the things you can discover 
how to do in a new 12-page booklet entitled 
“Organized Curiosity, Inc.” It’s a_ picture 
story of International Harvester’s 290- man re- 
search team checking the company’ s products 
for quality from design to delivery in the #4, - 
500,000 manufacturing research department in 
Chicago. The booklet may be secured by writ- 
ing the International Harvester Company, 180 
North Michigan avenue, Chicago 1, Illinois, 
and requesting form CR-457-A. 


Consumers Power to Increase 
HE CONSUMER 


xs . 
Capacity 40 Per Cent 
T Power Company’s 1952 
construction budget will amount to at least 
$40,000,000, according to Justin R. Whiting, 
and will be part of a current expansion de- 
signed to increase electric generating capacity 
by 40 per cent. 
Among the major items are the addition of 


a 135,000 kilowatt steam-electric unit at the 
John C. Weadock plant near Bay City, sched- 
uled for operation in 1954, and the continuing 
of construction on the 276,000 kilowatt Justin 
R. Whiting plant on Lake Erie near Monroe. 
The first two 85,000 kilowatt units at this 
plant will begin operation next year and will 
be tied in with the company’s statewide in- 
terconnected system. Completion of present 
power plant developments will increase sys- 
tem capacity to approximately 1,500,000 kilo- 
watts, more than double the electric capacity 
in service at the end of World War II. 


A-C Issues New Squirrel-Cage 
Induction Motors Bulletin 


ONSTRUCTION features of Allis-Chalmers 

large end-shield bearing squirrel-cage 
induction motors are described in a new bul- 
letin released by the company. 

Built for a wide range of applications from 
central station auxiliary to general industrial 
drives, these motors are ayailable in ratings 
and speeds up to 1750 hp at 1800 rpm. 

Construction features of these motors in- 
clude welded stator yoke, long-life stator wind- 
ing, capsule-type housings, split sleeve bear- 
ings, air-gap access holes, silver-brazed cage, 
protecting end shields, large discharge open- 
ings, and inherently drip- proof design. 

Copies of “Allis- Chalmers Large Squirrel- 
Cage Induction Motors,” Bulletin 05B7542A, 
are available upon request from Allis-Chalmers 
Manufacturing Company, 965 S. 70th street, 
Milwaukee, Wisconsin. 


Adams Named Safety Consultant 
By AGA 


TT American Gas Association has an- 
nounced the appointment of W. H. Adams, 
of Pittsburgh, Pennsylvania, as safety con- 
sultant for its member companies throughout 
the country. Mr. Adams, who is safety direc- 
tor of the Manufacturers Light and Heat 
Company, assumed his new post at AGA head- 
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METER SEALING TOOL 


Sturdy steel construction, pow- 
erful leverage, wire snips. 
Weighs 9 ozs. Complete 
with flat lettered dies $6 
Siotted or recessed dies, 75c 
additional. Order direct. 
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quarters in New York city on September Ist. 

An enlarged and intensified accident preven- 
tion program for gas utilities will be con- 
ducted by the association under Mr. Adams’ 
direction. He will analyze successful safety 
programs of member utilities, and disseminate 
safety information to the industry. The prep- 
aration of safety films, posters, and training 
material, as well as specific safety plans for 
individual companies, are included in Mr. 
Adams’ duties in his new assignment. 

For the past year and a half Mr. Adams 
has been chairman of AGA’s accident preven- 
tion committee, which has laid the ground- 
work for the enlarged program. He has now 
been granted an extended leave of absence 
from his position in Pittsburgh to set up and 
develop the accident prevention activities of 
AGA. 


Niagara Mohawk Adds to 
Generating Plant Capacity 


) a fpesvee MoHAWK Power CorPorATION has 
placed in operation an 80,000-kilowatt 
addition to its Oswego, New York, steam gen- 
erating station, raising the station’s rated ca- 
pacity to 320,000 kilowatts, according to Earle 
J. Machold, president. 

The new unit at Oswego, under construction 
for the last two years, is part of the company’s 
overall program to add more than 600,000 kilo- 
watts of generating capacity in the years 1950 











through 1953 at a cost of more than $200- 


Niagara Mohawk has under construction a 
240,000-kilowatt steam generating station at 
Albany, two additional 80,000-kilowatt units 
at the Huntley station in Buffalo, a 30,000-kilo- 
watt hydroelectric station on the Sacandaga 
river north of Albany, and a storage reservoir 
on the Raquette river near Potsdam, New 
York, 

The company also has filed an application 
with the Federal Power Commission for per- 
mission to construct five additional hydro- 
electric plants with a total capacity of 90,00 
kilowatts below the reservoir on the Raquette 
river. 

Alcoa Expands Research 
Facilities 
lynn mM COMPANY OF AMERICA is expand- 
ing its research facilities with the erection 
of a new building at the company’s Alumi- 
num Research Laboratories at New Kensing- 
ton, Pennsylvania, according to Dr. Francis 

Frary, Alcoa’s director of research. Con- 
struction is already under way, and the build- 
ing will be ready for occupancy early next 
year. 

In addition to the main laboratory at New 
Kensington, Alcoa also maintains laboratories 
at Massena, New York, Cleveland, Ohio, and 
East St. Louis, Illinois. Massena investigates 
(Continued on Page 36) 
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has worked closely with utility companies. Our printing 
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electrical problems; Cleveland handles foundry 
and forging problems; and East St. Louis 
works with aluminum ore products. The New 
Kensington laboratory is headquarters deal- 
ing with all research aspects of the aluminum 
industry. 


B&W Plans Subcontracts, New 
Plant to Speed Boiler Output 


XPANDED use of subcontracted facilities, 
plus plans for a new plant, have been made 
in recent weeks by The Babcock & Wilcox 
Company, C. H. Gay, vice president, has an- 
nounced. The facilities, located in the east 
and south, will add to the company’s regular 
force of 14,000 a possible 1,900 employees. 
The reason for the expansion, Mr. Gay ex- 
plained, is to have available necessary addi- 
tional tabricating operations to speed produc- 
tion of badly needed boiler parts when antici- 
pated increases in steel and other materials 
for this work become available during the 
fourth quarter of the year. 

“Most of America’s power is produced by 
steam,” Mr. Gay said. “Under previously ex- 
isting plans we were unable to get sufficient 
supplies of steel, despite DO priority ratings, 
thus greatly hampering shipments of boilers 
to utilities and other industries endeavoring to 
expand power production. Under the new 
Controlled Materials Plan, which went into ef- 
fect July Ist, we hope to get more adequate 


supplies and need the added fabricating facili. 
ties to catch up on our shipping schedules.” 


Differential Converter 


A™™ mercuryless flow meter, said to fea- 
ture fast speed of response for flow con- 
trol and continuous range change adjustment 
from 0- 20 to 0-200 inches of water, is de- 
scribed in a 16-page catalog, recently issued 
by Minneapolis-Honeywell Regulator Com- 
pany. 

Operating principles of this pneumatic-bal- 
ance type flow transmitter are covered, as well 
as construction features, typical applications, 
detailed specifications, and installation meth- 
ods. Copies of Catalog No. 2281 may be ob- 
tained from the manufacturer, Industrial Dj- 
vision, Philadelphia 44, Pennsylvania. 


Kentucky Utilities Doubles 
Pineville Plant Capacity 


FIVE MILLION DOLLAR addition to Kentucky 
Utilities Company’s Pineville power 
plant recently went into operation, adding 35,- 
000 kilowatts to the state’s electrical supply. 
The new turbo-generator, which doubles 
the plant’s capacity, is dedicated to the late 
George H. Reese, Pineville, pioneer banker in 
southeastern Kentucky, who died last June. 
With this addition, the Pineville plant be- 
(Continued on Page 38) 
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Our service is complete. 








CONFIDENTIAL 
SERVICE 
SINCE 1920 
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As specialists in every type of financial, corporate and legal 
printing, we are set up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 
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— A recent independent survey on Steam-Electric Construction Cost 


= in and Annual Production Expenses of 200 plants shows that those 
it be- designed by Commonwealth Associates, engineering subsidiary of 
Commonwealth Services, held a very favorable position for efficiency 
and economy. 
Among those selected as representing the “highest in efficiency of 
operation” while at the same time being in the group representing 
“lowest plant investment,” eight among the leaders were of Com- 
monwealth design. 
In an over-all comparison, Commonwealth engineered plants were 
10% lower than average in investment and 23% lower in production 
¢ expenses. ’, 


Let us show you how Commonwealth design may increase your plant efficiency while 
investment to a minimum. Write for our booklet describing the services of Commonwez 
clates. Address: Commonwealth Services Inc., Department E6, 20 Pine Street, New Yq 


INVESTIGATIONS © REPORTS * FINANCING © ACCOUNTING * SYSTEMS * TAXES 
PENSIONS © RATES © DEPRECIATION * VALUATIONS © DESIGN AND CONSULT! 
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20 PINE STREET NEW YORK 5, N.Y. 


7 HAYES STREET JACKSON, MICH. 1025 CONNECTICUT 
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INDUSTRIAL PROGRESS—( Continued) 





comes one of the state’s major generating sta- 
tions, equal in capacity to Kentucky Utilities’ 
two postwar plants, the Tyrone plant in Wood- 
ford county and the Green river plant, near 
Central City. 


Westinghouse Develops New 
800-watt Lamp 


Ts Westinghouse Electric Corporation re- 
cently announced the development of a 
new 800-watt, 74-inch maximum diameter lamp 
which will burn an average of 1,500 hours, or 
about four months on a two-shift operation. 
The regular 750-watt light bulb in use in 
many industries burns an average of 1,000 
hours. 

Westinghouse has scheduled volume produc- 
tion of the lamp for late this year. Its list 
price is $4.80 plus tax and, the lamp is desig- 
nated R-57 bulb Industrial Reflector. 


W. V. O’Brien Named Manager 
G-E Apparatus Marketing Div. 


YY suas V. O’BriEN, a commercial vice 
president of General Electric Company, 
has been appointed manager of the firm’s ap- 
paratus marketing division. The appointment 
was announced by Henry V. Erben, G-E ex- 
ecutive vice president. 

Mr. O’Brien, formerly assistant manager 
of General Electric marketing policy, succeeds 
Chester H. Lang, vice president, who now 


heads the firm’s public relations organization 
He will be located e company headquarters in 
Schenectady, New York. 

In his new capacity, Mr. O’Brien will direct 
marketing activities of the company’s largest 
business, Apparatus, which produces equip- 
ment for generation, distribution and utiliza- 
tion of electrical power for utilities, transporta- 
tion, general industry, and government 
agencies, 


AGA Increases Customer 
Protection Facilities 


Sb official opening of a new 

addition to the American Gas Associa- 
tion Laboratories at Cleveland recently 
marked another forward step in a voluntary 
program of protection for the gas industry 
and its customers that was launched more 
than twenty-five years ago. Under that pro- 
gram nearly 35,000 different models of gas 
appliances have undergone rigid tests at the 
AGA Laboratories to assure customers those 
appliances are safe, durable, and_ efficient. 
Manufacturers of gas appliances have con- 
tributed more than $4,000,000 in service costs 
for these tests. Inspectors have traveled over 
150,000 miles each year, making sealed tests 
to make sure that all appliances produced and 
sold bearing the Laboratories Seal of Ap- 
proval, meet the American Standards require- 
ments established for these appliances. 
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OUTSTANDING SERVICE 


WHEN THE UTILITIES ATOM-IZE 
Nhen the time does come to build nuclear energy electric generating 
ants a lot of new capital will be required. Which will mean regis- 
an statements to be printed. Which will mean that many financial 
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for the full story. The Cleveland Tre 

20100 St. Clair Ave., Cleveland 17, 


® cLEVELA 
TRENCH 





Public Utilities Fortnightly 


September 13, 195 





How to make his job easier.. 


ta! 


Et. 


IS Sea ae a 


d to subtract, or even 
longhand. And the 
pent doesn’t ques- 

his handwriting. 
eadings with 

ks on IBM 

esults are 


of the 


LF 





story. Other IBM electronic develog 
ments have improved all phases 0 
customer accounting . . . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron 
ics to business machines has given utili 
ties a ready means for reducing costs 
well as providing better service for 
their customers. 


AL BUSINESS MACHINES CORPORATIO 
ve, New York 22, N. Y. 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 








ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 











ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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SEWAREN 
KEYNOTES EFFICIENCY 


RICHARDSON 


DENOTES COMPLIANCE 


Efficiency and simplicity keynoted the design 
and construction of Public Service Electric and 
Gas Company’s new, 450,000 kw. Sewaren 
Generating Station. To keep building and op- 
erating costs down, four semi-outdoor type 
boilers supply steam at 1050° F., the highest 
temperature to be utilized commercially. To 
keep tab on coal consumption, 12 self-testing, 
elongated type, Richardson Automatic Coal 
Scales were installed. 

An 1800-ton bunker supplies coal for each 
boiler. Four of the 12 Richardson Scales weigh 
and feed coal to three pulverizers, each of 
which is fed from either of two scales. When 
required, coal can be by-passed through a 
motor operated gate direct to the pulverizer 
or to a shuttle conveyor for delivery to adja- 
cent boilers. Dust-proof construction of scales 
withstands pressure equal to 40 inches of 
water, confines coal dust to scale housing, 


@ 5867 


.when you 


MATERIALS HANDLING BY WEIGHT SINCE 1902 


contributes substantially to cleanliness of 
plant. 

For over 40 years Richardson Automat 
Coal Scales have been helping central statio 
and industrials eliminate preventable co: 
waste and produce more power at less co 
--.a good reason for calling on Richardso 
lan to modernize your presen 
plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On 


Model K-39, for pressure tight (up to 60" ¢ 
water), large capacity service—400-500 Ib 
per discharge—Bulletin No. 0250 
EE39, for dust tight, average service—200 
300 Ibs. per discharge—Bulletin No. 0150 
Monorate, non-segregating coal distributo 
—Bulletin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 


Atlonta © Boston °* Buffalo * Chicago 
Cincinnati © Detroit * Houston * Minneapolis 
New York © Omaha ¢ Philadelphia © Pittsburgh 
San Francisco * Wichita * Montreal * Toronto 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





THe American AppraisaL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 














AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
155 E. 44th St., New York 17, N. Y. 














DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 














Ford, Bacon & Davis 
ALS oe! RGNOOED ons testiS" 


NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 
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GIBBS & HILL Iwo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOB ANGELES 


GA “‘» GILBERT ASSOCIATES 

















INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON * PHILADELPHIA + ROME * MANILA + MEDELLIN 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street + CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground e Construction Maintenance e Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 


FOUNDED 1906 



































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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She huljian Coporadion 


ENGINEERS @ CONSTRUCTORS 











1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. « ROME, ITALY © CALCUTTA, INDIA 
CARACAS, VENEZUELA e MEXICO CITY, MEXICO 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 


GAS 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ==. BOSTON 10, MASS. 








RATES TAXES 


— MIDDLE WEST Ravenee 
INSU 

BUDGETING SERVICE ADVERTISING 

PERSONNEL co. ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING ; INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET. , CHICAGO 4, ILLINOIS 











Outstanding Designing * Engineering *Construc- 


tion * Piping + Equipment « Surve 
in the ° Plans e Steam or Die sel Pow er 
Plants, Alterations, Expansions 


Industry 
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PITTSBURGH, PA. 


THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


BIRMINGHAM, ALA, 








SANDERSON & PORTER 
ENGINEERS 


CONSTRUCTORS 


S&P 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


c Iting 4 gi s 





Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 





ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS ano SERVICE CO. 
327 So. LaSalle St., Chicago 4, lil 











BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigatic ns—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Anat yses—insurance Surveys 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Pubiic Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capuacity Studies — Rate Cases 
Fimancial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 
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FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouUTH MICHIGAN AVENUE, CHICAGO 


Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street @ New York 5, N. Y. 
BOwling Green 9-5165 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


| (421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie Sr., CHicaco 











HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. A 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 
400 W. MADISON ST. CHICAGO 6, ILL. 








A. S. SCHULMAN ELECctTRIC Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHICAGO 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and ‘Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
$19 Eleventh Street, N.W., Washington |, D. C. 
Telephone: National 7793 


Testing Inspection Consulting 


Product Development & Research 


United States Testing Company, Inc. 
Hoboken, N. J. 
Boston - Chicago « Denver « Los Angeles 
s+ New York » Philadelphia - Woonsocket 











LARAMORE AND DOUGLASS, INC. 
CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 











SEE 


Mention the FortNicGHTLY—It identifies your inquiry 





Public Utilities Fortnightly 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


a 


, ht & Friel, Inc., Engineers 
erican Appraisal Company, The 

ae Caliqua Compa: 

*Analysts Journal, The 

A-P ntrols Corporation 


Babcock & Wilcox Company, The 
*Bankers Trust Company 

Barber Gas Burner Company, The . 
Barber-Greene Company 

*Bituminous Coal institute 

Black & Veatch, Consulting Engineers 
*oyih &C Division of Blaw-Knox Co. 
Cherreughs Adding Machine Co, 


c 


Capitol Mfg. & Supply Company 

Carter, 7 L., Consulting Engineer 
Cleveland Trencher Co., 

*Cochrane Co ation 

Columbia Gas System, Inc. 

*Combustion > > yy eee Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 

Consolidated Gas and Service Co. 


D 

Day & Zimmermann, Inc., Engineers 

Dodge Division of Chrys! er Corp. 
E 

Ebasco Services, fegerpemtes 

Electric Sto — a 

Electrical Testing Laboratories, Inc 

Elliott Company .......ceecececeeees be6eesese 
F 

*First Boston Corporation, 


Ford, Bacon & Davis, hy: 
*Foster Wheeler Corporat 


G 
Gannett Fleming Gordiry and Carpenter, Inc. ... 
General Electric ne 
Gibbs & Hill, 
ibso 


Haberly, Francis S., Cutie Engineer 
Hansell, * Sven B., Consulti ny Actuary 
Hartt, Jay Samuel, — ing Engineer 
Harza Engineering Co 

Henkels & McCoy, 

Hill, Cyrus G., ngineers 

Hoosier Engineering Company 


International Business Machines Corporation .... 
International Harvester Company, Inc. 
Irving Trust Company 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Ferrell, Engineers 


*Kidder, Pochedy & Co. 
King. Dudley F 
*Kinnear Manufacturing Company, The 


Saeiis Sergei, ther Eogates 


L 


Laramore and 
Lazorus, Arthur, 
eo ge Co. 


Leffel, 

Le Mer, Wittiam he Engin 

Lincoln Engraving & ee 
ougee, N. ompany, neer 
Lucas & Luick, icompany _ : 


*National Association of Railroad and Utilities 
a issioners 
ewport oy Shi 
oNecae erg Mfg. Co. 


ific Pumps, a 
Pendick — ice 'h. Enel 
ervice neering C 
Pritchard, J, F. & Ce. nrc bape te 


Recordi 4 en tical C 

— ng _ ical Corporation 
Richardson Seole ‘Company 
Robe . H. pany 


Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schul wey Elec —— Ses Sorte ers . 
Lowe, Consult neers 

Sorg Printing Company, Inc — 
Panny F — Company, Inc. 

jeter Company, The 
sericyheld Boiler Company 


T 
Thompson Trailer Corporation 


U 
*Union Securities Corporation 
United States Testing Co., | 

w 
Westcott & M . Inc., E 
Westi: El ectri ~~ 


inghouse E ic Corporation . Outside Back he 
White, J. G., Engineering Corporatio * 


Professional Directory ........seeseeeeeeseees 


* Fortnightly advertisers not in this issue. 


























FIRE TRAVELS FAST through unclosed 
or poorly protected doorways, windows, 
corridors or other openings, where flame- 
carrying drafts can quickly spread disaster. 
Block fire at these danger zones with Kin- 
near Rolling Fire Doors! 

You get positive, automatic, dependable 
fire protection at any opening with these 
famous Akbar Fire Doors. They're pushed 
downward by a strong spring .. . con- 
trolled in downward speed by a special 
safety device . . . and operable after auto- 
matic closure, for emergency use. The 
doors remain coiled out of the way over- 
head when not in use, but lower into place 


INNEAR 


ROLLING DOORS 





with speed and efficiency when fire threat- 
ens. They cut off drafts, confining fire to 
small areas. Approved and labeled by 
Underwriters’ Laboratories, they have 
saved as much as one-third of their cost 
annually, in reduced insurance rates. Built 
to fit openings of any size. Write for 
complete information. 


Kinnear Rolling Fire Doors can also be 
equipped for daily service use, with or 
without motor operation. But the regular 
(non-labeled) Kinnear Rolling Doors are 
preferred for service use where extra fire 
protection is not required. 


The KINNEAR MFG. CO. 
2060-80 Fields Avenue, Columbus 16, Ohio 


1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 
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Forecasts of unprecedented load growth in 
the coming years suggest many changes in 
metering practices. That’s why a complete 
line of metering equipment holds an advan- 
tage for you. Specifically ... 
It's assurance that your future as 
well as your present needs can be 
readily fulfilled. 

The meters illustrated here are just a few 
of the broad line of Westinghouse Meters 
offered to you. These and many more types 
are available to give you low-cost metering 
for every circuit application ... three wire, 
four wire, wye or delta, or totalizing. 


To meet your expanding needs, Westing- 











house has continually pioneered new de 
vices to make the desirable changes in 
metering methods a practical reality. And 
you have assurance of dependability because 
every Westinghouse Meter contains the 
quality and refinements that result from the 
engineering of a complete line. So whether 
your needs involve metering large loads 
or small, single or polyphase circuiis, kw 
or kva, Westinghouse can meet your re 
quirements. 

For more information write for B.oklet 
B-4665. Call your Westinghouse Otnce or 
write Westinghouse Electric Corpo «tion, 
P. O. Box 868, Pittsburgh 30, “nna. 


40412 


you can 6e SURE... te tr! 





